With Our Readers 


Sirs: 

It is the consensus of opinion that 
low-cost housing would annihilate the 
last of this depression but nobody 
comes forward with a practical sug- 
gestion of how to attain this goal. 
There are a lot of prophets that say 
that science will have a solution, others 
advising mass production of the pre- 
fabricated house but they don’t know 
much about costs. They don’t realize 
that the masonry shell of a house 
amounts to about 10% of its selling 
price and one has to have a foundation 
with any type construction, and if they 
cut this in half on a $5,000 house the 
saving would be only $250. 

The truth of the matter is that the 
public can not hope for much of a 
reduction in construction costs as 
freight rates enter largely into this 
picture of cost of building materials, 
and the person that can see these being 
reduced in the near future is optimis- 
tically silly; building mechanics would 
not come down and if they did the 
public would wake up to the fact that 
there is a large shortage of this class 
of help the minute any volume of 
business came along. They have not 
made any mechanics in the past ten 
years and those that they have today 
are very inefficient. 

To get down to a solution of this 
problem we have to disregard the hope 
of reductions in freight rates on build- 
ing materials, we should also disregard 
the hope in reduction of building me- 
chanics wages, although there is con- 
siderable cheating going on now. We 
can not hope for reductions in modern 
improvements. This leaves only site 
values which cost on an average of 
about 15% of the selling price. 

My suggestion is to have our state 
legislators reclaim all vacant property 
where the owner has not paid the taxes 
for the last three years and to give a 
perpetual tax title to an owner that 
will improve same. The big stumbling 
block to this is whether our courts 
would rule this unconstitutional. If 
allowed I believe this would start this 
industry going again.—J. S. S., Chicago. 


Sirs: 

In your issue of November 9, in 
making out his case for the high sal- 
aried executive, Mr. Kulas concluded 
the discussion at a convenient point for 
his purpose. In the interest of fair 


play, I have been impelled to continue 
with a further logical step or two. 

Suppose that every superlative ex- 
ecutive should decide “It will be cheaper 
for him to retire than to work” and 
leave all large scale industry to inefh- 
cient management; how long would 
the executive have an income on which 
to retire? What would happen to his 
investments? If one has that privi- 
lege—has no greater pride in his work 
or sense of responsibility—why not all? 
In a social sense, upon just what does 
he base his special privilege? If he 
retires—strikes—from a job that affords 
him existence at a luxury level, suppose 
that the labor in all industry (includ- 
ing agriculture) strikes from a job that 
affords existence at a scarce subsistence 
level, our executive would have to do 
something besides fish if he wished to 
eat anything but fish. Further, who 
bought the largest part of the product 
of our executive’s factory enabling it 
to expand and increase his profit? Who 
helped build the factory in the first 
place? 

No one who has had much contact 
with work and getting it done can 
deny that brains behind brawn makes 
for efficiency. Neither brawn nor 
brains is selfsufficient; each exaggerates 
its own importance; co-operation be- 
tween the two makes for a happier life 
for all. Of the two attitudes, if “brains” 
is as clever as it claims it will first gain 
a sense of values and in sheer self 
defence give the other fellow a break.— 
J. B. L., Bowling Green, Ohio. 


Sirs: 

Maybe some of us are “too damned 
dumb to understand,” but nevertheless, 
we may wonder just what our govern- 
ment expects to accomplish by allow- 
ing foreign steel to be used on PW A 
projects. Reports are that 1600 tons 
of steel have been bought from Ger- 
many for the ocean terminal at More- 
head City, N. C. It all seems very 
strange. We were told that the object 
of the P W A was to provide employ- 
ment. We assumed, since American 
bonds were sold to raise the money, 
and since American taxpayers must 
make them good eventually, that the 
proposed employment was for Ameri- 
can citizens. Some were unkind enough 
te suspect that deserving New Dealers 
would get the long end of such em- 
ployment, but probably few thought 
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that our peerless leadership was going 
to provide jobs for Germans. It may 
be that, having produced such a great 
recovery in this land of the spree and 
home of the crave, the brainy boys are 
about to extend the blessings of great 
debt to the Germans. But then this 
is the New Deal. 

Of course it might be possible that 
the German steel makers had agreed 
to take unemployed Americans to Ger- 
many to make the steel for our use 
over here. We wouldn't know about 
that. It is equally as likely, or unlikely, 
that the same German steel barons had 
also agreed to use American coal, coke, 
ore and limestone, hauled both ways 
on American railroads and in Ameri« 
can ships. We wouldn’t know about 
that either. It might be too, that they 
had agreed to take our Blue Eagle in 
trade although some of us doubt it. 
Maybe the re-employed German work- 
men will help pay our processing tax 
too. It may be that the German steel 
men had agreed to pay some of their 
income or profits in taxes to the United 
States Government, out of sheer joy 
in trading with us. It may be that they 
had agreed to stand some of our ex- 
penses in caring for unemployed 
Americans. Maybe they will contri- 
bute to the maintenance of schools. 

At any rate this buying of foreign 
steel, because it was lower-priced than 
American, is full of possibilities. It 
ought to help the Agricultural Adjust- 
ment Administration’s activities if the 
War Department would specify Aus: 
tralian wool and Brazilian cotton for 
army uniforms, should such material 
be available ex-processing tax. This 
would help curtail production by re- 
ducing domestic demand. The AA A 
and the American farmer could be 
helped too if Argentine meat and Ca- 
nadian wheat were to be used in sup- 
plying our army and navy, and the 
C CC. This would aid employment 
on our farms in exactly the same way 
as the purchase of German steel cre- 
ates jobs in American mills. 

Employment in this country ought 
to be improved if the P W A would 
import foreign labor. Doubtless the 
foreign labor would work for less than 
the present P W A wages. This would 
save the American taxpayer some fu- 
ture headache and give everyone some 
time to ponder the wonders of this 
more abundant life—R. D., Parkers- 
burg, W. Va. 
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Watch the Pay Point 


OU no doubt have been im- 
pressed from time to time, if 
not surprised, at the rapidity 

with which profits of one or another 
corporation shoot upward after long 
being small or non-existent. You have 
seen a Once prosperous enterprise re- 
port deficits for three or four years in 
a row, and almost subconsciously you 
have come to think of it as more or less 
permanently depressed or, at best, that 
its recovery will probably be slow. 

And then the stock begins to move 
up and you wonder what development 
has produced the magical change. The 
chances are that a quite simple but very 
important thing has happened: namely, 
that the company is approaching or has 
passed “the pay point.” 

The pay point is the point at which 
gross revenues cover all costs. Above 
that point any gain in sales volume 
converts a deficit into a profit, and still 


further gains in volume, even though 
moderate in percentage, converts a 
small profit into a large one. 

Once relatively inelastic overhead 
costs and other expenses are covered, 
simple arithmetic works wonders in net 
income per share, especially in the in- 
stance of companies of small share cap- 
italization and even more so in those 
in which funded debt or preferred stock 
provide a leverage factor for the com- 
mon stock. In short, the very factors 
which knocked the daylights out of 
many equities in the depression are now 
working in reverse. 

As a generality the pay point in most 
companies—and certainly in efficient 
companies—is at a lower gross volume 
now than in the boom or the early part 
of the depression. A few examples 
will clearly illustrate the point. West- 
inghouse in the first nine months of 
this year showed profit of $8,822,640 


on sales of $92,019,563. In the com- 
parable period of 1934 it lost $363,787 
on sales of $69,245,486. In the same 
period of 1931 it lost $966,709 on sales 
of $87,853,736. 

Johns-Manville in the first nine 
months of this year earned $1,573,040 
on sales of $23,614,000, against $586,- 
554 on sales of $18,485,230 in the 
same period of last year. In other 
words, on a sales gain of about 27 per 
cent profits increased about 170 per 
cent, or from 26 cents per share to $1.57 
per share. In the same period of 1931 
this company required sales of $25,- 
863,000 to earn-only $1,351,704. 

For a more extreme example, Fair- 
banks, Morse in the first six months of 
this year showed a profit gain of about 
1,600 per cent on a sales gain of about 
35 per cent. 

It will pay you to watch the pay 
point. 
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MR. ECCLES ON LL experience teaches 
THE STOCK MARKET A that individuals in 

high authority are 
playing with fire when they publicly discuss the stock 
market. Even if they are right—as has not always 
been the case—their remarks are often subject to mis- 
interpretation. 

The recent formal statement of Chairman Marriner 
S. Eccles of the Federal Reserve Board concerning the 
market and the Board’s credit policy is a case in point. 
Mr. Eccles stated, as none can deny, that security buy- 
ing thus far has been largely on a cash basis and that 
in this “there is an element of safety.” He reiterated 
his well known view that we have not yet experienced 
any actual inflation and that, therefore, there was no 
occasion to put on the brakes. 

By what was undoubtedly coincidence, this state- 
ment was issued on a day when the market had just 
run into a sizable reaction. It was promptly inter- 
preted by speculators to mean that the Administration 
can be relied on to leave the bull market alone, if not 
encourage it. 

Whether we have any inflation is a debatable point. 
It is also a debatable point whether the proper time to 
deal with this danger is before it assumes unmistakable 
proportions or later. Our past experience has been 


C.G. Wyckoff 
Publisher 


that when we dealt with it later we dealt with it 
too late. 

For our part, we doubt that the situation called for 
any statement of Reserve policy—a fact making it all 
the more subject to misinterpretation as a result of its 
virtually gratuitous nature. Naturally Mr. Eccles is 
concerned with the speculative use of credit and not 
with stock prices per se, but can one assume without 
risk that even a 100 per cent cash market is 100 per 
cent safe merely because it is a cash market? We 
think not. If we all buy for cash, does it make any 
difference whether a stock is selling at 10 times earn- 
ings or 50 times earnings? We think it does. 


=~ 


HE fight on the issue be- 
tween the public utilities and 
the S E C—the latest phase 

of the New Deal-utility warfare—is rapidly assuming 

the confusing form of a battle royal. The law adopted 
at the last session of Congress, after long and bitter 
debate, requires that the utilities register with the 

S E C by December 1. Believing the law unconstitu- 

tional, utility managements for weeks have been con- 

sidering whether to register or not. 


THE UTILITY 
BATTLE 
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Probably some lesser utilities will register, since the 
S E C has specifically agreed to stipulate in such action 
that the registrant does not thereby forfeit any con- 
stitutional rights whatever. The majority of larger 
companies, however, are refusing to register, their 
resistance having been stiffened by the sweeping excoria- 
tion of the law by a Federal District Judge at Balti- 
more in a recent decision. Various utilities have insti- 
tuted legal proceedings to contest the law, and the 
S E C has jumped to the offensive, in its turn, by filing 
a bill of complaint against the Electric Bond & Share Co. 

It seems like a lot of useless shooting in view of the 
fact that one clear-cut test case taken before the United 
States Supreme Court will decide the basic issue. The 
sooner it is decided, the better for all concerned. 


~~Z~ 


THE “BIG BOARD” ITH all stock ex- 
GETS BIGGER changes in the coun- 

try subject to the 
same minimum listing requirements of the S E C, there 
is little, if any, remaining advantage for any corpora- 
tion to list or stay listed elsewhere than on the New 
York Stock Exchange, the greatest market in the 
world. 

With the legal removal of various reasons for a 
company to list on a minor exchange, the prestige 
value of listing on the New York Stock Exchange 
assumes increased weight. This is why the year has 
seen a steady stream of newcomers to this institution, 
chiefly transfers from other exchanges. 

Thus the “Big Board” gets bigger and the rest tend 
to get smaller. The members of this once private club 
—members more acutely deflated in the late depression 
than even the much lamented heavy industries—will 
not complain. 

Of course, minimum standards do not bind the 
Exchange against imposing standards higher than 
S E C requires. This undoubtedly will keep many 
companies off and some of the minor exchanges in 
business. 


~~ 
LINGERING VERY renewed French crisis 
MALADY such as the present one, re- 


flected in weakening of the 
franc and a heavy flight of gold, is merely a symptom of 
the lingering disease of deflation. We were going through 
it in 1932, with the dollar over-valued in terms of the 
pound sterling. Speaking to the Chamber of Deputies last 
week, Paul Reynaud, a former Finance Minister stated 
the case for franc devaluation as follows: 

“We, the Netherlands and Switzerland are like 
beleaguered garrisons, waiting for the relief army of 
general stabilization, which never comes, or for some 
miraculous intervention of a general rise in world prices. 

“For four years we have practiced the policy of try- 
ing to balance our budget by economy, and each suc- 
cessive Finance Minister in his turn has announced, 
‘This time I have caught up with the deficit.’ But each 
time the deficit has been repeated and increased, because 
it comes from the same cause, an overvalued money.” 


The New York Times reports that 70 per cent of the 
Deputies enthusiastically applauded this argument— 
then proceeded to give Premier Laval a vote of confi- 
dence on his policy of defending the present franc 
value! Why? Because, despite their convictions, no 
French party is willing to accept the political responsi- 
bility for devaluation. 

And so it will go, with recurrent crises, until the 
French people cry out in anguish, “We have stood all 
we can. Anything is better than this.” Then the 
franc will slip toward alignment with the revalued dol- 
lar and depreciated sterling, and the pressure will 
magically lift. 


~~ 


HEN the war came 
in 1914 there was, 
it was estimated, 
some $5,000,000,000 of foreign capital in the United 
States. There is at least that much today and possibly 
as much as $6,000,000,000—even $7,000,000,000. No- 
body knows just how much, but it is certainly enough to 
precipitate a storm in the securities market if it should 
be mobilized for exodus. It was once officially estimated 
that after the war foreign holdings and cash here were 
as low as $2,500,000,000, but it is now considered 
doubtful whether they ever fell below $3,000,000,000. 

In the event of war in Europe there would be two 
conflicting tendencies in capital movement. Individuals 
would seek safety by sending their funds to the United 
States but would probably be stopped by foreign gov- 
ernmental action. On the other hand, those govern- 
ments would tend to conscript privately-owned securi- 
ties here, as they did in 1914. Opposing the latter 
tendency is the fact that in the event of a general war 
our neutrality embargoes will make it difficult for war- 
ring nations to buy here; hence they would have little 
use for funds in this market. As for transfer of foreign 
funds that could be stopped, if it should assume menac- 
ing proportions, by closing the stock exchanges and 
regulating exchange operations. 

In 1914 we were out for war sales and war profits; 
in 1935 we are set against them. A consideration which 
makes against upsetting realizations on foreign credits 
is that Europe is much more self-contained in munitions 
and provisions now than it was twenty years ago, and 
that its nations have been getting ready for the next 
war for a long time. But whatever may be the condi- 
tions and forces which may work against a crisis result- 
ing from foreign investments here, it is important to 
remember that they are probably twice as large as they 
were in 1914, whereas the public has been of the im- 
pression that they had been reduced to insignificance. 


FOREIGN CAPITAL 
IN THE U. S. 


—_ 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 182. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, December 2, 1935. 
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As I See It 


Empire 


S the battle over sanctions increases in 

intensity, it becomes more and more 
apparent that Italy’s dream of new territory 
is fundamental. Her great need of raw ma- 
terials,—oil, cotton, copper and other com- 
modities ad infinitum, must be satisfied. It is 
equally apparent that England is using the 
machinery of the League to aid her in a gigantic 
struggle to maintain the integrity of her Em- 
pire. Will it be possible to attain a balance 
between these two basic objectives? Mean- 
while, the peace of Europe and the world 
hangs by a thread. 

Opinion is divided as to England's sincerity 
in handling Mussolini. Was she merely “mud- 
dling through”’ or has she moved, with Mach- 
iavellian cunning, to give Il Duce enough rope 
to hang himself? Sophisticated analysts of 
England's diplomatic course cannot believe 
that England in the eleventh hour suddenly 
discovered that Italy's movements were en- 
dangering the Empire. Surely, she was alive 
to the possibility of trouble in Africa where 
Italian propagandists have for years been at 
work. She must have been aware that the 
projected conquest of Ethiopia was but a first 
step of Italy in a greater campaign of Italian 
expansion. Yet 
she temporized 
when the Ethi- 


opian question 
was in its early 
stages. 


Mussolini 
had every reason 
to assume he 
would have a free 
hand. In all the 
chancelleries of 
Europe it was 
believed the 
League was dead. 
But now Musso- 
lini stands with 
his back to the 
wall—on the one 
hand facing pos- 
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Italian War Planes—One of Them Piloted by Mussolini's Son-in-Law, 
Flying Over Ethiopian Territory Near Asmara. 


—~ By Charles Benedict 


sible defeat on the field of battle, which no 
dictatorship can withstand, and economic ruin 
of Italy on the other—a situation which would 
also surely cause his downfall. Any desperate 
act that may result from this situation can set 
the spark to a conflagration which might con- 
sume all of Europe. 

No wonder that England faces a defiant 
Italy and a determined Mussolini. Nor is 
there any reason to believe [1 Duce has mis- 
calculated potentialities any more than the 
British. He has armed and outfitted a fighting 
force far greater than that necessary to subdue 
little Ethiopia. He has already taken the 
territory between Eritrea and Italian Somali- 
land, thereby securing a broader foothold in 
Northern Africa. 

Meanwhile the Italian war machine is being 
tuned up and further expanded. Supplies 
have been accumulated. If the sanctions are 
applied to oil, Italy will look to America. If 
we embargo oil as well as the League, she 
tacitly declares herself ready to fight the world 
—and by the world she means England first. 

Fatuous? Maybe. Perhaps not. Remem- 


ber this is not a situation which suddenly faces 
Italy. 


She has been examining its poten- 
tialities for four 
years or more, 
and laying her 
plans according- 
ly—witness her 
continued insist- 
ence on the inde- 
pendence of Aus- 
tria since that 
country __ repre- 
sented a gateway 
through — which 
raw_ materials 
might enter. 
Remember too 
that while Mus- 
solini may typify 
Italy in the popu- 
(Please turn to 
page 236) 
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What’s Ahead for the Market? 


By A. T. MILier 


which the stock market has interpreted as favor- 

able during the past fortnight. From Europe 
have come war and financial rumblings somewhat 
disturbing. Both the Washington and European de- 
velopments have tended for the time being to over- 
shadow the familiar and unchanged 
picture of quiet business gains. 

In this setting the stock market 
has alternated between strength and 
weakness, with the result that as this 
article is written there has been little 
net change in the general position 
during the two-weeks period. 

Technically, the most interesting 
and hopeful development has been 
establishment of a new average high 
for the year by the railroad stocks, 
in the face of increased irregularity 
in industrials and, indeed, of more 
than minor technical correction in a 
considerable number of the recent 
industrial favorites. 

In its investment outlook this article has held the 
view that the long-term price trend is unquestionably 
upward; and it need hardly be said there has been no 
change in the general position since March, 1933, that 
would justify any deviation from this view. Nor is 
such a change likely for some time to come. Indeed, 
it is perhaps of interest to point out that what may 
be termed the long-term technical position of the 
market appears unusually strong in that speculative 
borrowings have remained at a low level and, secondly, 
in that this year’s decisive advance terminates, from 
the point of view of the chartist, a period of more than 
twenty months of irregularity within a broad trading 
range. During most of the time between July, 1933, 
and March, 1935, this publication’s composite stock 
index held within a range of less than 20 points. 
Usually the broader the base of irregularity in a bull 
market, the greater the pyramid of advance ultimately 
erected upon it. 


‘ROM Washington has come considerable news 


Short-Term Trading Policy 


This, of course, is quite apart from short-swing or 
intermediate trading policy. We have previously dis- 
cussed the possibility of intermediate reaction 10 to 
15 per cent in extent, the normal minimum for such 
corrections after protracted advance. 

On the evidence of recent weeks it appears that the 
market is taking its needed correction on the install- 
ment plan, rather than in one concentrated dose. This 
is an interesting departure from older bull market 
habits and has the merit of being much less disturbing 
to confidence. 

For example, the railroad group—prior to its recent 
recovery—had gone through an intermediate reaction 





amounting to about 13 per cent during September and 
early October. The public utility group took 
its correction of a full 15 per cent in August and 
September. 

Over the past month or so the industrials have 
further refined the process of correction on the install- 
ment plan, making intermediate re- 
action an individual affair rather 
than a group movement. To men- 
tion only a few, reaction ranging 
generally from 10 to 15 per cent and 
to slightly more in some instances 
has been experienced in such issues 
as Allis‘Chalmers, American Bank 
Note, American Locomotive, Arm- 
strong Cork, Auburn, Bendix, Boe- 
ing Airplane, J. I. Case, Celanese, 
Deere & Co., Electric Auto Lite, 
Fairbanks, Morse; Industrial Rayon, 
Nash, National Distillers, Schenley, 
Sears, Roebuck and Wesson Oil. 

Reactions of slightly less than 
minimum intermediate proportions 
have also been seen in such leaders as Westinghouse, 
Western Union, Chrysler, Continental Can, Ameri- 
can Can, du Pont, Eastman Kodak and Johns-Manville. 

Together with the improved performance of the 
rail stocks—which is based, first, on moderately better 
earnings for the first grade carriers and, secondly, on 
the speculative consideration that these issues are well 
“behind the market” in the year’s general advance— 
the process of technical correction on the installment 
plan should limit the possibility of a serious general 
upset in the market structure over the near future. 


Factors of Uncertainty 


On the other hand it is xot improbable that decid- 
edly irregular market tendencies will be extended for 
a time, in view of the relatively high levels of many 
stocks, of the fact that December can scarcely find 
crystallization of speculative and investment opinion 
on next spring’s business outlook and, finally, of a 
logical inclination of investors and traders to await 
Supreme Court action on several vital issues and 
revelation of the Administration’s budget and general 
Legislative polices just a few weeks hence. 

In the present uncertain European situation there 
is also cause for conservativeness and rigid discrimina- 
tion in equity commitments. Tension between Great 
Britain and Italy has again assumed serious propor- 
tions, with the immediate issue centered in the pro- 
posed extension of sanctions against Italy by League 
of Nations countries to oil. 

Rome reports carry a threat that Italy would re- 
gard the shutting off of oil supplies as cause for war. 
London reports are that the British nevertheless will 
continue to press such action upon the League of 
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Washington has given further encouragement to the bull market 


but European war and financial fears have dampened sentiment. 


An irregular, if not reactionary, market appears likely over the im- 


mediate future, necessitating conservatism and close discrimination. 


Nations, with decision to be made within a few 
weeks. We do not profess to know how much fire 
there is under this cloud of diplomatic smoke. Pos- 
sibly it may blow over in peaceful solution—but it 
need hardly be said that it is dangerous business for all 
concerned, as well as for the innocent bystanders. 
Should the flame of war burst out, the immediate 
shock to our market probably would be heavy, how- 
ever temporary. 

It is quite certain that European war fears are 
playing a big part in the present heavy flight of Euro- 
pean capital into the dollar. The flow of gold from 
France has amounted to more than $206,000,000 over 
the past month, reducing French gold reserves to the 
lowest point in more than three years. This reflects 
both the present war fears and France’s renewed defla- 
tionary crisis. 

As this is written, Premier Laval has won a vote 
of confidence in the Chamber of Deputies on a pre- 
liminary skirmish, but just ahead he will face several 
more tests on controversial issues. 

Ever since Great Britain abandoned gold in 1931— 
followed thereafter by abandonment of gold or re- 
valuation of currencies by most other great nations— 
France has persistently withstood the pincers of defla- 
tion. She may do so for a long time to come or, again, 
the break may come at any time. 

We doubt that mere abandonment of the gold 
standard by France would prove a serious shock to 
our market, since French capital temporarily harbored 
here would still be under a high degree of monetary 
uncertainty. On the other hand, quick re-valuation 
of the franc would certainly reverse in part the pres- 
ent flow of gold to us, and for this reason constitutes 
a factor to be taken into the speculative reckoning. 

Barring serious European crisis, extension of reac- 


tionary tendencies in the early future could reasonably 
be regarded as affording opportunity for discriminat- 
ing accumulation of stocks which have had intermedi- 
ate reactions of 10 to 20 per cent from recent highs. 

Meanwhile, the speculative community continues to 
have the support of what, with some logic, it interprets 
as a New Deal blessing upon the bull market. Every 
official utterance at Washington these days amounts 
virtually to three cheers for recovery and—politics 
being what it is—there is no reason whatever to sup- 
pose that this theme song will not be plugged hard 
from now on as we swing into the political campaign. 

The latest word of cheer has come from the Federal 
Reserve Board and its chairman, Marriner S. Eccles. 
The Board, which formerly limited its monthly bulle- 
tins to the current economic statistics and comment 
upon them, in its most recent statement added the 
forecast that business will continue to improve. Chair- 
man Eccles helped the good work along by observing 
in formal statement that there is “an element of 
safety” in the fact that the stock market rise has rested 
chiefly on cash buying and that since it has not in- 
volved excessive use of credit the Reserve Board sees 
no reason to put on the brakes. 

It is not possible to quarrel with any specific utter- 
ance of Mr. Eccles, though the wisdom of such a vol- 
untary statement from the Reserve Board chairman is 
open to some question. We will only add that in 
the long run stocks sell on earnings per share, present 
or prospective, far more than they do on official state- 
ments. No doubt there is “an element of safety” in 
the absence of top-heavy brokers’ loans—but the un- 
wise can buy foolishly for cash as well as on margin 
and encounter a loss either way if too high a price is 
paid or the wrong stock is selected. Mr. Eccles, of 
course, named no stocks. 
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q How Far Have We Come? 


q How Far Can We Go? 


Where Do We Stand in 


Business Recovery? 


By Jonn D. C. We Lpon 


E near the end of the third year of recovery from 
our greatest economic and political headache. Spe- 
cifically we have now been moving generally up- 

ward into better times for approximately two years and ten 
months after having moved generally downward for more 
than three and one-half years. As 1935 ticks out its short 
remaining life, it is the appropriate season for checking our 
course and reckoning our progress. 

To begin with, only part of the change that has come 
about can be measured statistically. A very big part—the 
national state of mind—is intangible but is nevertheless of 
vital economic significance, affecting the willingness of every 
consumer to spend and that of every business man to enter 
commitments. 

Could we measure this state of mind of our more than 
125,000,000 people, we would unquestionably find that op- 
timism is now at the highest level since 1929. It rests upon 
a general conviction that the recovery trend is irresistibly 
in upward motion, upon the knowledge that we yet have a 
considerable distance to travel before minimum wants are 
filled and upon the belief that nothing either economic or 
political can any time soon stem the momentum of the 
advance. 

Two things have made this psychology of optimism 
stronger than it was in either 1933 or 1934. The first was 
the factual demonstration of steady and sustained business 
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gains virtually throughout 1935, without abnormal govern- 
mental stimulants such as the major monetary changes of 
the two preceding years and without disturbing reactions 
such as followed the “boomlets” of 1933 and 1934. Proof 
that the American system still possessed its old vitality and 
could again generate its own steam had magical and cumu- 
lative effect in strengthening confidence. 

The second thing—closely related to the first—was the 
waning influence of governmental policy and action upon 
business and the business man’s state of mind and the 
resultant waning fear of governmental regulation. Substan- 
tial completion of New Deal reforms—at least in legislative 
form—growing public weariness with Washington’s emer- 
gency tempo, the Supreme Court decision on the N R A, 
the Roosevelt-proclaimed “breathing spell” for business and 
the Administration’s pre-election shift to recovery as the 
campaign keynote all played a part in the general retreat 
from reliance on and fear of what can only be conveniently 
summed up as New Deal planning. It can hardly be coin- 
cidence that buiness recovery and business confidence began 
their solid ascent within a few weeks after the NRA 
decision. 

So much for the intangibles of our present position on the 
recovery road. What of the concrete facts of production 
and trade, of employment and payrolls, of consumer income 
and the cost of living, of commodity and security prices, of 
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60 per cent and contrasting with a 





farm buying power, of foreign trade, 
of credit and credit’s use? 
As this is written this publication’s 


COMMODITY PRICES 


March, 1933, low of a trifle less than 
30 per cent. 





general business activity index stands 7 
at approximately 91 per cent of the 
1923-1925 average. This index is 85 


Due largely to recovery in capital 
goods lines, the year has produced 
encouraging gains in employment and 





based on money in circulation, check 
payments, steel production, automo- 


payrolls, in contrast with almost negli- 
gible gains in this respect in 1934—a 

















bile production, coal production, cot- 80 - fact that must dispel any lingering 

ton cloth production, lumber ship- | illusion as to our need of an NRA. 

ments, railroad car loadings and elec- ned Employment in all manufacturing 

tric power output. It need hardly be Q 75 ry industries today is estimated at ap- 

said that it is broad enough to mirror : ir | proximately 84 per cent of the 1923- 

the economic trend with a high degree 8 Lt Vf 1925 average, an excellent showing if 
2 70 


of accuracy. 
At the start of this year this index | 
was approximately 72, so that the net | 


rl we make allowance both for the in- 
| crease in population since the 1923- 
1925 period and for the normal lag 





gain has been 25 per cent. At the esrry 
depression low of March, 1933, it was / 


approximately 50, so that the total ol 





of employment behind recovery in 
| production. The advance in this index 
| since a year ago has been a bit more 











gain to date from bottom has been 80 
per cent. The present level of 91 
compares with a peak of approximate- 
























































| than 10 per cent. 
Factory payrolls are estimated at 
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ly 82 reached in the 1934 “boomlet” 
and a peak of about 77 reached in the 
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less than 60 per cent a year ago. 








1933 rebound following the banking 
holiday. Contributing further to confidence, the past sum- 
mer’s normal recession terminated at a level some 10 per 
cent above that reached in the 1934 reaction and 14 per cent 
above the stopping point of the decline during the second 
half of 1933. 

This year’s advance has had characteristics differing im- 
portantly and significantly from those of 1933 and 1934. 
It was a far less speculative gain than was experienced in 
either of the two preceding years, being accompanied by no 
spectacular monetary developments or other price factors 
inducing excessive forward stocking of goods. On the con- 
trary, it was marked by a better balance between current 
production and current consumption than existed in any 
previous period since recovery began. Thanks to a major 
gain in farm prices—due partly to AAA but much more 
largely to last year’s drouth—it was also featured by a 
greatly improved balance between agricultural and indus- 
trial prices. 

Moreover, the differed 


advance 


Thus the gain here has been more 
than 20 per cent in a year. Allowing for the fact that 
the dollar at present has a purchasing value some 17 per 
cent greater than it had over the base period 1923-1925, 
the payroll index reported by the United States Depart- 
ment of Labor must be adjusted upward by 17 per cent if 
it is to have any meaning in comparison with employment 
and business activity. 

On such a comparable basis we get a business activity 
index of 91, an employment index of 84 and a payroll index 
of approximately 86. This means that the vast majority of 
the American people are at work at remuneration propor- 
tionate to the available volume of business. It does not 
minimize at all the seriousness of the problem we face in 
having 8,000,000 to 10,000,000 persons—the biggest part 
unskilled labor—still out of work, but in the interest of 
perspective let us remind ourselves that they are, fortunately, 
a minority. 

Though the national income is rising—and probably will 
prove to have been between $55,- 













































































































































































materially from those of 1933 and 000,000,000 and $60,000,000,000 
1934 in that it has had a far broader EMP LOYMENT C- for the year, as compared with a low 
base, with recovery in the depressed 100 p AY ROLLS point around $40,000,000,000 and a 
sector of capital goods for the first | boom-time high of probably $90,- 
time assuming major proportions. In TLL 000,000,000—commodity prices and 
part this has been the normal, cum- ae i ae the cost of living also have been ad- 
ulative result of spreading economic f vancing, running the purchasing 
revival, with rising national income rs aN VA power of industrial wages a neck- 

filtering throughout the economic _ / N WY and-neck race. 
organism and leading belatedly to / \ v M | y Commodity prices; as measured 
replacement or modernization of 8 A /| by the Bureau of Labor’s composite 
capital equipment and to consumer rf = A HE index, have advanced approximately 
spending — long deferred — in the 4 / WIN aaah 4 per cent during the year, approxi- 
fields of the more expensive house- = / ALL ALL mately 33 per cent since March, 
hold equipment and new residences. ~  TFTTTAA ! Md 1933, and today are at approxi- 
It has been given additional impetus, f| | Sw \ mately 80 per cent of the boom-time 
however, by the confidence factor 50 H caenes level. Because rents have lagged far 
above cited and especially since the / behind the advance in other items of 
N R A decision virtually ended fear H living costs, however, the cost of liv- 
of governmental regimentation. aoe. ing for wage workers has increased 
On the whole we may estimate the f only 2 or 3 per cent over the past 
capital goods industries today at a year, if the Bureau of Labor index 
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highs that were only slightly over Real wages show a very slight gain 
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for 1935 and no gain over 1933. 
Such being the case, one can 
only conclude that our national 
gain in aggregate purchasing 
power has rested to a vital degree 
upon the recovery in farm in- 
come and the buying power there- 
of. Cash farm income for the 
year is estimated at $6,800,000,- 
000, as compared with $6,256, 
000,000 in 1934. The recovery 
from the depression low has been 
approximately 59 per cent. 

Farm purchasing power has re- 
covered from a low of approxi- 
mately 49 per cent of estimated 
normal to a present figure around 
85 per cent of normal. 


from radios to tractors. 


In production the strongest pillar of recovery has been 
and continues to be the automobile industry. Automobiles 


and housing pulled the country 
out of the depression of 1921 and 
contributed greatly to its most 
prosperous era. In part at least, 
history is now repeating. The 
motor industry is doing its part 
and by all the signs will do still 
more next year, while housing still 
has a long way to go to achieve 
even half its normal volume. 

At the present rate motor out- 
put this year will approximate 
4,000,000 units, as compared with 
2,869,000 in 1934, 1,985,000 in 
1933 and 1,431,000 in 1932. The 
record high production of 1929 
was 5,621,000. This outstanding 
industrial performance reflects in 
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This huge gain in purchasing 
power in the hands of the millions of individuals either 
living on farms or indirectly affected by the depression or 
prosperity of agricultural regions has probably constituted 
the greatest single and direct stimulus to improved demand 
for every conceivable product from clothing to automobiles, 


residential construction. 


$249,000,000 in 1934. 
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per cent and over the depression 
low of 1932 will be about 122 per 
cent. 

Activity in motor production 
has been the biggest influence in 
the improvement in steel opera- 
tions, but all other takings of steel 
have also increased. Railroad and 
structural steel remain the most 
depressed sectors. 

The aggregate of the country’s 
construction this year, in terms of 
dollar contract awards, will be 
around $1,500,000,000 or but 
moderately above the total of last 
year. The showing is much bet- 
ter than it would appear on the 


surface, however, for publicly financed construction played 
a bigger part in the picture last year than it has in 1935. 
The most hopeful note in this field is the strong upward 
trend of private construction now in progress, especially 


For the thirty-seven states east of 


the Rockies total residential awards this year are estimated 
at approximately $475,000,000. This compares with only 


The gain will be approximately 
point to larger gains in 1936. 

Foreign trade, contrary to pop- 
ular impression, is still a vital part 
of our economy, as is brought 
home strinkingly by the fact that 
at even the present depressed level 
our exports of $1,567,924,000 for 
the first nine months of this year 
exceed in dollar value the prob- 
able total dollar value of all con- 
struction for the year; while dol- 
lar value of combined imports and 
exports compares not unfavorably 
with total retail value of the year’s 
automobile output. 

In this field the most notable 
development this year has been a 
narrowing spread between mer- 
chandize exports and imports, re- 


part the wearing out of millions of cars during the depres- 
sion years and the resulting accumulated replacement de- 
mand—a demand now made effective both by recovery in 
consumer income and by the industry’s low price-increased 


value policy. 


It should be noted for the record, however, that probably 
at least 600,000 units of this year’s motor output will 
be due to the advance of two months in introduction 
of new models rather than to current consumer demand. 


The steel industry nears the 
close of the yeat with operations 
around 55 per cent of capacity or 
the highest since June, 1934, when 
abnormal price factors were in- 
ducing forward stocking far in 
excess of consumer needs. At the 
low point of virtual stagnation in 
1933 the operating rate was 12 
per cent. 

Production of steel ingots this 
year will approximate 32,000,000 
tons. Last year the total was 
25,599,000 tons, in 1933 it was 
23,232,000 tons and in 1932 less 
than 14,000,000 tons. The gain 
over last year will be about 25 
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sulting in a reduction of the so-called favorable balance— 
which, as a matter of fact, we did not find so favorable when 
it was enormous and when we were financing the difference 
by lending perfectly good dollars to foreign debtors. On 
the present evidence this two-way trade—exports and 
imports—will near the $4,000,000,000 level this year. 
Domestic retail trade for the year can be reasonably 
estimated at fully 10 per cent above that of 1934 in physical 
volume and around 85 per cent of normal. The variations 
' from locality to locality, of course, 
are enormous; and there are also 
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great variations in the different 
branches of merchandizing. 
Agricultural areas show by far 
the greatest trade gains in per- 
centage for the double reason that 
these areas had been the most 
severely depressed and now show 
the greatest percentage improve- 
ment in consumer purchasing 
power, due to farm gains. 
Largely, though not entirely, 
for the same reasons, the mail 
order and general merchandise 
chains show the biggest gains, 
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ariff Bars Are Lowered 


Recently Signed Canadian Trade Treaty Gives Rise 


to Various Views — Effect on American Industries 


HE Canada- 
T United States 

trade agree- 
ment—biggest 
achievement’ of 
President Roosevelt’s 
plan to restore for- 
eign trade—rushed 
to conclusion before 
the new Premier of 
Canada had warmed 
his official chair, has 
stirred up the old, 
old question of the 
role of foreign trade 
in national prosper- 
ity. 


what it started. Mr. Wallace hails the 
agreement as a step back to lost pros- 
perity, a step toward normal mutually- 
beneficial international trade. More trade 
with Canada, he contends, means more 
business at home—a better home market. 
“Which is better,” he asks, “for the 
American farmer to have 100 per cent 
of a poor domestic market or 99.5 per 
cent of a good domestic market?” 

Secretary Hull, who believes that the 
nations are committing mass suicide by 
seeking monopolies of their home markets, 
welcomes the Canadian agreement as 
an object lesson to all the world that full 
prosperity is dependent upon interna- 
tional trade. A believer in the principle 
of free trade, he attributes American 
economic well-being largely to the fact 
that the 48 states constitute the greatest 
free trade area in the world. So he made 
the Canadian agreement, as well as the 
others that have been negotiated under 
the authority given to the President by 
Congress, to include the most favored 
nation proviso, which gives to all na- 
tions which do not discriminate against 
the United States the same privileges 
that are granted to Canada. Thus a spe- 
cial agreement becomes a general tariff 
reduction. 

George Peek, president of the export 
banks (the idea of which he “sold” to 
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SECRETARY HULL 


Secretary Wallace acclaims it, despite its considerable con- 
cessions to Canadian agricultural products. 
our woes to the Smoot-Hawley Tariff Law of 1930, and 


By H. M. Tremaine 





SECRETARY WALLACE 


Attributing all 








Important American In- 
dustries Affected by the 
Canadian Trade Pact 


Favorably affected: 
Automobiles (slightly) 
Canned vegetables (slightly) 
Fabricators of non-ferrous 

metals (slightly) 
Farm machinery 
Glass 
Iron and Steel 
Leather and Shoes (slightly) 
Machine Tools 
Magazines 
Radios (slightly) 
Railroads, some 
Stationary Engines 
Textiles 


Adversely affected: 
Dairying 
Liquor, (domestic companies) 
Lumber 








the President; as 
well as the idea of 
exclusive tariff trades 
between nations, 
which Mr. Hull 
stepped on as soon as 
it began to take con- 
crete form) holds 
that the United 
States should barter 
access to its market 
for what it needs for 
another nation’s mar- 
ket for its needs— 
wants against sur- 
pluses. Brazil, for 
instance, depends on 





OF ca os 


GEORGE PEEK 


the American market for sale of its coffee—make it buy 
its needed manufactured goods from the U. S. In other 
words Peek’s doctrine is to keep trade between us and other 


nations individually in balance. On this 
basis he apparently holds the Canadian 
treaty as largely futile because it deals 
so much with goods that both nations 
produce in abundance and thus tends 
merely to transfer purchases from the 
home market to a foreign market. 

Presumably the consummation of the 
treaty was the final straw in a long series 
of differences with the policies of Secre- 
tary Hull and the resignation of Mr. 
Peek from his official position is said 
to be on the way to the President. 

The 100 per cent protectionist goes fur 
ther than Mr. Peek and would have 
everything consumed at home produced 
at home, so far as possible. To him every 
foreign article sold in the U. S. means 
the export of money which ought to be 
kept at home. The free trader replies 
that goods and services are bought from 
foreigners with American goods and ser- 
vices; and that business, whether foreign 
or domestic, is merely a mutually bene- 
ficial exchange of commodities and ser- 
vices (or it will not exist)—direct in 
barter, indirect in the use of money. 

The argument has gone on for more 
than a hundred years. The Canadian 
agreement will be a test tube for its 
analysis; but the argument will still go 
on, taking the form of a dispute over 
what the analysis shows. 
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Happening in Washington 


By E. K. T. 








Business outlook con 
tinues to be seen through rosy 
spectacles in Washington. Now 
and then a cautious commenta- 
tor expresses the opinion that 
business has gone forward too 
fast this year, and that next 
year will witness some correc- 
tion. On the other hand there 
are economists here who hold 
that it is possible for full re- 
covery to 1929 levels to be 
attainable in 1936. They don’t 
dare to put that thought into 
their reports but they remark 
that this is the most mercurial 
and dynamic country in the 
world, and that its history 
abounds with dramatic sweeps 
upward from depression. 

Epochal depressions, they 


Washington Sees— 


Rebuff for Major Berry and his planless plan Guard can’t stand Borah. 
Borah looming up for 1936 

Hoover gaining favor 

Business recovery invincible 

Depression as a “has-been.” 

Building boom to bury its remains. 

Budget Balancing as hooey 

Planners getting a grip on everything 
Forgotten institution in Home Loan Banks. 
Tugwell as champion red-taper 
Unemployment definitely receding. 


Republican nomination not one 
except Borah is in the same 
class of personal popularity as 
Roosevelt is. But the Old 


Many observers are swinging 
to the view that Hoover with 
his background of a towering 
past can be recast as a popular 
leader, returned from the Elba 
of Palo Alto to lead the na- 
tion to a Waterloo in which 
he will be the victor. 

The present outlook is 
that the 1936 contest will 
be so close that its outcome 
will be determined by the 


choice of nominees. “A 
hero is greater than his 
cause.” 








say, are characterized by 

long stagnation, during 

which corrective forces accumulate, with the result that 
the finish is often almost magical. They pick a building 
boom next year as the energizing factor in a hasty 
exit of the depression. 


Employment—Even the American Federation of Labor 
admits a gain in employment and an improvement in busi- 
ness—which is something to think about when it is recalled 
that the anesthetizing of N R A was expected to deal labor 
a deadly blow. The latest figures show that the number of 
employed persons in the U. S. is within 8,000,000 of the 
number in 1929, and about 5,000,000 more than at the bot- 
tom of the depression. The number of the unemployed is 
about 4,000,000 less than at the high point of almost 
17,000,000 in March, 1933. The unemployment figure at 
present is nothing to boast about, but the A. F. of L. finds 
that the heavy industries are at last swinging into the 
recovery stride. 


The Depression is now generally referred to in Wash- 
ington in the past tense. It has left a lot of wreckage that 
remains to be cleared up, to be sure; but the chief concern 
of the Administration now is that the country may rush 
slambang from the depths of despair to a crazy pinnacle 
of unrestrained optimism. 

A building boom is considered so implicit in present 
conditions that steps are already being taken to apply 
the brakes. Actually there is more brain fatigue in 
Washington just now from studying how to prevent 
the future than cure the past. 


Surveys of the Institute of Public Opinion re- 
veal that Roosevelt is more popular than the New Deal. 
It doesn’t take a survey to find that that is the chief worry 
of the Republicans. Of all the men talked of for the 
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Borah is to be an active 
candidate for the Republican 
nomination, and he will get a lot of support from sources 
which have never liked him. They say that he is the one 
candidate who looms as a great national figure with an 
immense personal following. Anything to beat Roosevelt 
is their slogan, even with a chance of jumping from the 
frying pan into the fire—hinting that a Republican Congress 
might be able to prevent such a leap. 


Mr. Hoover started the R F C. He also started some- 
thing else, which is just beginning to be noticed—the Home 
Loan Bank System. This institution now has the largest 
mortgage credit reserve structure in all the world. Its 
present lending capacity is $280,000,000 of which only 
$80,000,000 is in use, and it can be expanded to $1,000,- 
000,000. 

Republicans are planning to claim credit for recovery 
and future prosperity on the record of these two institu- 
tions. Both will figure conspicuously in bringing pros- 
perity via the building route. 


Returning prosperity is already having political re- 
percussions. Business men are inclined to restrain their 
wrath at the Roosevelt Administration. If the budget can 
be brought within $500,000,000 of balance for the fiscal 
year 1936-37 and the President prolongs the breathing 
spell for business there will be a renewal in some quarters 
of the feeling of two years ago that it would be good policy 
to accept much of what the New Deal has wrought as 
final and go along with the President, in the hope that 
hereafter he will be more interested in consolidating his 
“reforms” than in undertaking more. 

They contend that to oppose the President bitterly 
will be, if he is re-elected, an impulsion to four years 
more of economic vivisection. Note Mr. Hutton’s re- 
treat from his call to business to “gang up” on Roosevelt. 
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Building amour — Prosperity by 
building, or building prosperity by 
building buildings, is becoming an ob- 
session in Washington. Government 
people are beginning to talk as glibly 
of houses as Ford does of automobiles. 
Starting with 200,000 residences as the 
minimum 1936 output, they have now 
got up to even a million houses a year, 
say by 1938. The President is reported 
to be even more infatuated with pros- 
perity by building than he once was 
of the commodity dollar and the theory 
of making the nation rich by making 
the dollar thin. The housing fans are 
just now in the excesses of anticipation. 
Hammers and riveters will turn 
the countryside into a bedlam before 
the grass grows green again. Take 
that from me. That’s where the 
boom or inflation or whatever you 
want to call it will hit first. Amer- 
ica waxed great by building and 
will grow greater by re-building. 


Philosophy of prosperity by 
building is sometimes bewildering. Is 
the inertia of some of the older countries due to the perma- 
nence of their housing? Is France stagnant today and 
England booming because the English have gone in for 
replacement of old housing with new? If so, isn’t it a mis- 
take to build for eternity? It is said that one Resettlement 
Administration project is even to be based on amortization 
over a hundred years. The tendency of the times is in the 
direction of abolishing work, but still it is only by work that 
meal tickets can be obtained. Endless re-building supplies 
the tickets, the labor proportion of building, especially small 
residence building, always being large—until the manufac- 
tured house arrives. 


Acme Photo 


Budget balancing talk is the same old thing. Talk is 
always plentiful, whether in September or in December. 
Don’t be misled by talk from Warm Springs or anywhere 
else into believing that the budget will be within half a 
billion of balance in the next fiscal year. That may be the 
forecast budget, but it will not be in the cards. This is by 
habit a spending Congress; and talk about economy all 
you wish, but the populace has become a spending populace. 
Naturally, it should be. It gets its taxation sugar-coated 
and assumes that it doesn’t get it at all. Hence a spending 
government is Santa Claus to it. 

A presidential election year is no year to abolish or 
exile Santa Claus. Observe the unpopularity of the 
sales taxes. 





JoHN H. FauHey 
Heads the Home Loan Bank System 


tional Economic Council. Originally 
the planning mania job was confined 
to natural resources, now it covers 
every sort of social resources from babies 
to cosmic rays. It is a fascinating pur- 
suit, and will continue full blast long 
after the Roosevelt Administration has 
left the stage. It will breed endless 
controversies between private industry 
and the state. 

National planning is based on the 
theory that the day is definitely past 
when the public can afford to leave 
private enterprise free to upset 
present stability and turn the future 
into a pandemonium. 


Too much transportation has 
recently been engaging the attention of 
the planning pundits. Transit is all 
scrambled up. The motor truck and 
bus have raised hob with everything 
because there was nobody around to 
look into the future and direct their 
growth and that of the highway sys- 
tem; the result is that without rhyme 
or reason the once placid life of the 
country has been turned upside down. Everything is on 
wheels, even communities insist on moving. Pipe lines have 
caused a lot of turmoil. In Indiana twelve men suffice to 
operate traffic that formerly employed hundreds of railway 
men and largely supported many communities. 

If the planners had been around in time they might 
have prevented the pipe lines. They will be on guard 
in the future. From now on it will be a continuous 
fight between everything new and the planners. 


At present except as A A A, Resettlement Adminis- 
tration, etc., have legal authority the planning boards are 
merely thinkers and commentators. But their goal is a 
planned nation, a nation that takes up nothing new without 
thinking it out. But they may not think right. Fifteen 
years ago the individual planners of that period figured it 
out that the petroleum fields would be exhausted in about 
six years. If they had had their way the Nation would at 
once have been put on petroleum rations. Ten years earlier 
the planners of the time said America would be treeless in 
20 years or so. 

The low-brow business men took the ideas of the plan- 
ners for gospel truth and loaded themselves up with 
forests, with the result that when the forecast was found 
to be erroneous they all went broke or saved themselves 
by forest devastation—and now the trouble is too many 

trees. 








Always remember that 1936 
must be demonstrably for political 
purposes a better business and em- 
ployment year than 1935. The 
present degree of recovery is 
largely due to Government spend- 
ing. Draw your own conclusions. 


Planning has become a _na- 
tional indoor sport. In Washing- 
ton is the National Resources Com- 
mittee; in each state is a planning 
board or committee, and a Sena- 
torial committee is wrestling with 


sion. 


1933.” 


“The latest figures show that the 
number of employed persons in the 
United States is within 8,000,000 of the 
number in 1929, and about 5,000,000 
more than at the bottom of the depres- 
The number of the unemployed 
is about 4,000,000 less than at the high 
point of almost 17,000,000 in March, 


Proposed economic council 
may grow into a new N R A that 
may dwarf General Johnson’s 
flurry. Some enthusiasts vision it 
as becoming an essential part of 
government, a sort of third body of 
Congress in which economists will 
succeed the politicians in all eco- 
nomic affairs. 


Rex Tugwell is an outstand- 
ing planner of the day, but he has 
not been able to plan himself out 
of a terrible mess. His Los Angeles 





the problem of setting up a Na- 


(Please turn to page 227) 





for DECEMBER 7, 1935 





189 





There Will Be Strikes But — 


Labor’s Bitter Fight Is Internal and the Steel 
and Motor Industries Have Little to Fear 


By Danret Crontn McCartHy 


(Editor's note: Daniel Cronin McCarthy is the pen name 
of a nationally known authority on labor, who for obvious 
reasons cannot permit the use of his real name. Readers of 
THE MAGAZINE OF WALL STREET will recall that in a 
former article he forecast with deadly accuracy the action 
of the October convention of the American Federation of 
Labor.) 


NE thing I never have been able to understand about 
captains of industry is not how they got their shoulder 
straps, but how many manage to retain them. 

The question comes to mind when I notice how jittery 
some of these gentlemen have become over the proclaimed 
purpose of the “Committee for Industrial Organization” 
set up by John L. Lewis, of the United Mine Workers, to 
launch a great campaign with John Brophy, one of his 
lieutenants at its head, to organize the so-called mass pro- 
duction workers into industrial unions. 

Undoubtedly Mr. Lewis, and those associated with him, 
would like to organize the mass production industries, but 
as a means towards an end, the end being control of the 
American Federation of Labor, with Mr. Lewis at the top, 
and Sidney Hillman, of the Amalgamated Clothing Work- 
ers, a newcomer in the ranks of the Federation, playing 
second fiddle. 

Could these men organize the mass production industries 
cn strict industrial lines—they could re-organize the Fed- 
eration. But until they reorganize the Federation, and 
force abandonment of its traditional craft union policies 
they cannot organize the mass industries on strict industrial 
lines. 


The Internal Fight 


All they can do, therefore, is seek additional strength 
within the Federation, and “cuss” the craft unionists in 
control while the Federation, operating on the theory of 
protecting craft jurisdictional claims, seeks to organize such 
mass production industries as steel, automobiles, and rubber. 

In this committee are, in addition to Mr. Lewis, Charles 
P. Howard, president of the International Typographical 
Union; Sidney Hillman, president of the Amalgamated 
Clothing Workers; David Dubinsky, president of the Inter- 
national Ladies Garment Workers Union; Thomas F. Mc- 
Mahan, president of the United Textile Workers Union; 
Harvey C. Fremine of the Oil Workers International; Max 
Zaretsky, president of the Millinery Workers. Roughly 
speaking, it is an alliance of miners and Jewish needle 
trades, who make up the bulk of the membership and most 
of the financial strength of the group. 

The formation of this committee followed the smashing 
defeat of the group constituting it in the recent Atlantic 
City Convention of the American Federation of Labor. 
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The announcement of the formation of the committee read: 

“It is the purpose of the committee to encourage and 
promote organization of the workers in the mass production 
and unorganized industries of the nation in afhliation with 
the American Federation of Labor. 

“Its functions will be educational and advisory and the 
committee and its representatives will co-operate for the 
recognition and acceptance of modern collective bargaining 
in such industries. 

“Other organizations interested in advancing organization 
work along the lines of industrial unionism will be invited 
to participate in the activities of the committee and name 
representatives to join in its work.” 

So far as it goes this is a correct statement. But, as stated, 
the real objective is control of the Federation and additional 
power for Lewis, who would like to succeed Miss Frances 
Perkins as Secretary of Labor, a position he had Barkis-is- 
willing eyes on under the Administrations of Presidents 
Harding, Coolidge and Hoover, for he was a Republican 
until after the 1932 election. 


The Big Objective 


His main interest, he has said, is in the organization of steel 
workers, the better to control the “captive” coal mines 
of the great steel companies; which he may or may not 
get under the Guffey Act, all depending on what the 
Supreme Court says about that law. 

And it is on steel that William Green and his craft union 
associates in control of the Federation will, in all proba- 
bility, make the first of their mass production industries 
attacks. 

Indeed before these lines are in type a meeting will 
be held in Washington under the direction of those in 
control of the Federation to arrange an organized drive on 
the industry. 

That conference will be dominated by craft unionists who 
can be depended upon to stand on the program for organ’ 
izing mass industries agreed upon in the San Francisco 
convention of the Federation in 1934, which was then 
accepted by persons not versed in labor tactics or speaking 
labor’s language, as a reversal of the traditional craft union 
policy of the Federation. 

On the record even Mr. Lewis, whose life has been spent 
in Union service, so understood it according to his state 
ment in Atlantic City, where he said he had been “seduced 
by fair words” into accepting it as a reversal of policy. 

But Mr. Lewis will not be in the party, at least not as 
a member of the executive council, for he resigned the 
vice-presidency because, as stated by him, he considers it 
an impotent body. This resignation, as it happened, came 
after the executive council had made caustic reply to a 
detailed criticism of that body he had slipped into the 
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record in Atlantic City. It was, there is every reason to 
believe, decided upon weeks before and for two reasons— 
he knew he would be helpless in its conclaves and that he 
would be freer to work his way were he not technically 
bound for decisions of a body of which he was part. 

The wisdom and the propriety of that course is privately 
admitted by his enemies for, after all, one cannot always 
be quarrelling with immediate associates and invite invita- 
tions to “step outside.” 


Position of the Federation 


The San Francisco declaration on which the dispute cen- 
ters, after reciting the demands for organization of mass 
production workers, reads: 

“The American Federation of Labor is desirous of meet- 
ing this demand. We consider it our duty to formulate 
policies which will fully protect the jurisdictional rights of 
all trade unions organized upon craft lines, and afford them 
every opportunity for development and accession of those 
workers engaged upon work over which these organizations 
exercise jurisdiction. Experience has shown that craft or- 
ganization is most effective in protecting the welfare and 
advancing the interests of workers where the nature of 
the industry is such that the lines of demarcation between 
crafts are distinguishable. . . .” 

The final paragraph of the declaration reads: 

“That in order to protect and safeguard the members of 
such National and International Unions as are chartered, the 
American Federation of Labor shall for a provisional period 
direct the policies, administer the business, and designate the 
administrative and financial officers of the newly organized 
unions.” 

Against reiteration of this declaration of policy by the 
recent convention Mr. Lewis and his cohorts fought bit- 
terly, only to be defeated, 18,000 to 11,000. A second 
attempt ended the same way. A third attempt was ruled 





out on a point of order after Mr. Lewis had punched 
William L. Hutcheson, president of the carpenters and a 
leader of the craft unionists, on the chin. 


Little Chance to Conquer Steel 


The ruling, therefore, stands as the law of the Federation. 
Under it, it is difficult to see where the industrialists will 
get much, and least of all in steel, in view of what Secretary 
Treasurer Leonard, of the Amalgamated Association of 
Iron, Steel and Tin Workers, to whom the steel workers 
belong, told the Atlantic City Convention. I quote from 
page 564 of the official proceedings: 

“We have in the steel mills a differential in pay that will 
run as high as 60 per cent from one man to another, work- 
ing along side each other. The high man is the man that 
is pretty hard to convince that he needs organization. His 
influence over the low paid man is quite great, because 
the lower paid man is anticipating taking the place of 
the higher paid man. That condition, my friends, is one 
that is very hard to combat. 

“Prior to the adoption of the N R A in June, 1933, 
it was foolish for a representative of the Amalgamated 
Association to go into the midst of the steel towns, espe- 
cially those controlled by the United States Steel, the Beth- 
lehem Steel and the Republic Steel to attempt to start 
organization. 

“I myself had the experience only nine months prior to 
the adoption of N R A of being forcibly taken out of a 
modern, up-to-date hotel, being there at the request of 
men organizing. 

“It was not the company ‘bulls’ who put me out. It was 
my fellow worker, the man who sent for me, the man who 
wanted organization. 

“That man’s mind was changed when a higher-priced 
man got in his work and changed the minds of the fellows 

(Please turn to page 235) 
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Significant Foreign Events 


By GerorceE BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


England—Prefers Constitutional Democracy 


The British elections are over. Political pundits and 
Stock Exchange speculators had forecasted a slim majority 
for Mr. Baldwin. The overwhelming victory for the Na- 
tional Government may seem to have little interest to us 
in the United States but election results are particularly 
significant at this time, not only as constituting a safe- 
guard for British economy but affording an object lesson 
of innate sanity and commonsense to the rest of the 
world. 

In these days of dictatorships, of decree law governments, 
of trial and error political methods, one might have expected 
the adoption in England of some form or other of popular 
current doctrines. But England has turned a deaf ear to 
speech makers describing in honey-toned words the bless- 
ings of state control, the bliss of credit expansion, or the 
benefits of Treasury bounties or bonuses which sap indi- 
vidual initiative and stifle business enterprise. The English 
working man in spite of the rigors of unemployment has not 
lost his sense of balance. The man in the pub by some 
uncanny sixth sense stubbornly clings to the virtue of mod- 
eration, inarticulately professes a preference for modified 
Capitalism than for primitive Communism in any of its 
forms. Neither does the fanfare of Fascism tittilate phleg- 
matic British emotions. Thus England has so far escaped 
the political retrocession which has taken place in most 
other countries. This is due primarily to the fact that the 
English working man pits his faith in his trade union and 
his trade union in turn pits its faith in the constitutional 
stability of the government. Collective bargaining in indus- 
try and collective se- 
curity in foreign af- 
fairs are the mainstays 
of British policy. 

Although the elec- 
tion proved that the 
nation was united in 
its support of these 
collective systems, it 
also afforded welcome 
evidence that the 
country is willing to 
sanction the invalu- 
able services of a 
strong opposition. A 
similar strong opposi- 
tion in the next Con- 
gress might go far in 
helping to preserve the 
principle of a demo- 
cratic Constitution in 
our own country and 
avoid repetition of 
the previous ‘‘hog 
wild” performance. 
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Premier Laval Addresses the Chamber of Deputies. 


France—Open Season for Budgets 


While England has been preoccupied with electing her 
Government for the next five years, while Italy continues 
her preparations to meet the “ignominy and inequity” of 
the application of world sanctions, France once more en- 
counters political discord and financial uncertainty. The 
quick action of the Bank of France in raising the re-discount 
rate from 3 per cent to 6 per cent is heralded as a danger 
signal. Mr. Laval’s domination of the Finance Committee 
and Mr. Herriot’s efforts to turn the tide of Radical Social- 
ist opposition permit a temporary breathing space. The 
permanence of the present government is by no means 
assured in the face of certain flagrant backdoor financing 
and the rowdy demonstrations of the Right factions against 
the government’s support of League obligations. And this, 
despite the recent vote of confidence given Mr. Laval. So far, 
the defense of the franc is the rallying point of economic 
policy, perhaps even more so than before Mr. Laval’s de- 
cree law government. It is, therefore, not so much the 
currency problem which is at stake from present political 
instability, but the progress of Mr. Laval’s program which 
is in danger of serious obstruction. The bulwark of France, 
its hoarded capital, has stubbornly refused to come out of 
hiding. Timid evidences of confidence have been nipped 
in the bud during the last month; rentes have declined, the 
index of industrial production fails to improve, civil service 
salary cuts of last July are now coming home to roost, 
imports and exports are falling, unemployment rises. Mean- 
while, the gallant defense of the franc proceeds on the 
spurious policy of robbing Peter to pay Paul. 

The accentuation of 
political tension is 
likely to necessitate 
further monetary 
steps, although it is 
difficult to believe that 
the application of 
merely orthodox rules 
of the gold standard 
can solve what is 
essentially a question 
of confidence. In some 
financial quarters the 
application of an em’ 
bargo on gold exports 
is now discussed al- 
though it is admitted 
that this would con- 
stitute a violation of 
the monetary princi: 
ples hitherto advo- 
cated in France. The 
establishment of an 
embargo on gold ex- 
ports and the setting 
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up of an export equalization fund would unquestionably 
have the psychological effect of raising the price of dollars 
and the pound sterling by a considerable margin above the 
present exchange rates. 


x * * 
Japan—Still Making Hay 


As tension between England and Italy again increases, 
as French internal political and economic troubles become 
acute, Japan goes her merry way with China unmolested. 
She took Formosa in 1895, Kwantung in 1905, Korea in 
1910; she achieved Manchukuo in 1931 and 1932 and added 
Jehol to it in 1933. While the latest reports indicate some- 
thing of a backing-away from the plan for the moment, 
no one can seriously believe that she will not shortly have 
under a firm Japanese thumb China’s five northern prov- 
inces, Chahar, Suriyuan, Hopei, Shansi and Shantung. One 
must not let distance obscure the immensity of this empire- 
building. There are not far from 100,000,000 people in the 
five provinces mentioned above. While Great Britain has 
instructed her ambassador at Tokyo to inquire as to Japanese 
intentions in North China, reminding her of the Nine- 
Power Treaty which 
guarantees Chinese 
sovereignty, it is most 
unlikely with Britain 
busy in Europe that 
anything very much 
will be done to curb 
Japanese imperialism. 
And Japan’s reasons 
for these conquests, 
for this is what they 
are in fact? Aggran- 
dizement of country, 
coupled with the in- 
tensely practical idea 
that an over-crowded 
and expanding popu- 
lation requires more 
territory and greater 
opportunities for 
trade. Japan, bent on 
Asiatic dominance, be- 
lieves she merely ful- 


fills her destiny. Acme Photo 


* * * 


Russia—Communism Stoops to Conquer a 
Currency Problem 


From Russia comes interesting important news. The 
Soviet Government has taken decisive steps towards the 
stabilization of its currency, liquidated the “Torgsin” sys- 
tem by abolishing payments in foreign currency in Soviet 
territory, inclusive of those made for Intourist services. At 
the present moment the Russian rouble has no fixed value 
abroad. The official rate, slightly under the dollar, is purely 
artificial, bears no relation to the actual domestic value of 
the currency. The first important step in rationalizing both 
the currency and the trading system was made at the begin- 
ning of this year when the system of food rationing was 
abolished. Privileges granted to certain classes of workers 
in purchasing at lower prices merchandise, foodstuffs, and 
lower rent allowances have gradually been abandoned. Con- 
sequently the unification of the internal real price level has 
made considerable progress. For this reason fundamentals 
on which stabilization of currency can be carried out have 
been greatly strengthened. 
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Japanese Troops in the Yangsun District, China. 


During the last twelve months the balance of trade has 
been favorable, receipts from tourist traffic have substantially 
increased and, above all, the production of gold has achieved 
a level greatly in excess of preliminary estimates. In 1934 
output amounted to over 4 million ounces compared to 2.8 
million ounces in 1933. The present year promises to 
double this figure. 

Russia of today with foreign exchange balances and a 
backlog of potential gold production presents an entirely 
different picture from the chaotic state of communism 
which existed during its adolescent period of illusory Marx- 
ism. Great Britain with its traditional wandering eye for 
business is casting an avid glance at the Russian market; 
angles also for possible debt payments. 

U. S. S. R. has afforded a costly disillusionment for 
foreign enterprises which prematurely and shortsightedly 
employed high pressure salesmanship. An initial error in 
business tactics need not preclude subsequent trials and 
present Russian credit promises profits. 


* * * 


Canada—Jericho Trumpets and Tariff Walls 


Last October tariff 
experts and_ swivel 
chair bureaucrats were 
at loggerheads con- 
cerning mutual treaty 
concessions between 
Canada and the 
United States. In 
Washington it looked 
as if these negotia- 
tions might drag on 
for an indeterminate 
period without defi- 
nite result, duplicating 
the haggling and bick- 
ering which charac- 
terizes the pourparlers 
of the Franco-Ameri- 
can commercial ne- 
gotiations. Fortuitous 


. wy ’ a4 


circumstances swept 

meee ey ide the prolonga- 
OSS et erde, tieth aside prolong 

- Bech Ae tion of detailed inves- 

tigation, precipitated 


a rapid ratification of 
the most important 
trade agreement 
which Secretary of State Hull has engineered to date. Mr. 
Roosevelt, with an ample pre-election period before him, 
and Mackenzie King, with a strong electoral victory behind 
him, found the moment politically propitious to clinch 
the deal. 

With the United States under the thumb of the AA A 
and Canada striving for extended industrialization, a satis- 
factory gentlemen’s agreement between the two executives 
was rendered difficult. In spite of conflicting interests in- 
volved, the Italo-Abyssinian conflict and disturbed European 
markets forced the issue. Finally Mr. Roosevelt accorded 
Canada relatively large concessions on a few agricultural 
commodities; Canada accorded smaller concessions on a 
wide range of United States manufactured exports. In 
general, Canada has agreed that American goods shall 
receive the benefit of all intermediate rates of the Canadian 
tariff: of still lower rates fixed on many items by Canada’s 
existing trade agreements with other non-British countries; 
of any lower rates which may in the future be made by 

(Please turn to page 232) 
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Building Boom Hinges on 
Private Lenders 


Government Plans to Order and Promote Residence Build- 


ing in the Common Interests of Borrower and Lender 


Based on an Interview with Peter Grimm 


By THEoporE M. KNAPPEN 


ETER GRIMM, real estate 
Pp expert of New York City, is 
an especially designated 
assistant to the Secretary of the 
United States Treasury. That is 
significant. Mr. Grimm is made 
assistant director of the National 
Emergency Council. That is also 
significant. The two together add 
up to more than twice the signifi- 
cance of each other. That defies the 
rule that the whole is the sum of its 
parts, but in the kaleidoscopic 
Roosevelt Administration there is 
nothing marvelous about that. 
You who read this can appraise 
the significance of the “Grimm ad- 
ministration” as well as any one 
else, but it is this writer’s conclusion 
that the United States Government 
is now supremely interested in a 
revival of the building industries— 
because such a revival seems to be 
the prime mover in starting a per- 
manent recovery of prosperity, aug- 
mented Federal revenues, balanced 
budget, escape from the threat of monetary inflation. And 
also that the Administration is becoming business-like, eco- 
nomical, tending to check wasteful public spending—tending 
to spend less and to encourage industry to spend more. 
The Government is putting the Treasury Department 
behind all the 37 different government agencies concerned 
with financing or other promotion of building and construc- 
tion. And that means that the President and the Treasury 
are actively engaged in studying the governmental elements 
in an adequate housing campaign from the approaches of 
government ownership, government credit and credit in- 
surance, general government promotion of and counsel and 
assistance in planning and co-ordinating private building 
operations. The 37 agencies are to pull in team, keep out 
of each other’s way, consider that their objective is recovery 
as much as shelter, and that it is essentially industry's job. 
A ten-year housing plan is understood to be under con- 
sideration, and while none of the details has been revealed 
it is not unlikely that its program will include statutory 
authority for governmental directing, assisting and co-operat- 
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Peter Grimm 


ing in housing, mostly by private 
financing and ownership but aimed 
at such co-operation as will prom: 
ise the maximum number of home 
units within the purchasing power 
of a maximum number of people. 

The Economic Recovery Com: 
mittee (heralded by Mr. Moley 
who still has the White House ear) 
and other bodies have submitted 
elaborately planned projects for 
the partnership of government and 
private capital in the development 
and direction of a sustained build: 
ing enterprise. The former has a 
plan which contemplates the erec: 
tion of 4,500,000 housing units, 
mostly in the way of detached 
houses, over a period of 10 years. 
The capital and construction of this 
enormous number of houses is to 
be chiefly private, but governmental 
co-operation is expected in various 
ways, notably in connection with 
insured deposits and insured loans. 

The income zone chiefly consid- 
ered by the committee and other planners is the 93 per cent 
of American families which have an income of less than 
$3,000 annually—going down as low, perhaps as $600 a 
year in some cases; but generally figuring that about a thou 
sand dollars a year is the limit—below which ownership is 
out of the question, except to a certain extent through gow 
ernmental subsidization. In the upper levels of this stratum 
of the population home ownership is possible with assistance, 
and desirable; but, generally speaking, an income of less 
than a thousand dollars a year means rent instead of own. 
In that stratum the public authorities must take the initiative 
in providing decent living quarters if they are to be provided 
at all, and slums eliminated. Rents will not be expected to 
cover the invested capital. In some cases, as in the present 
PW A housing projects, costs will be written off by 45 
per cent. In Resettlement Administration projects rents 
will be only what the patronage can stand. 

Whatever Mr. Grimm’s work may ultimately lead to, 
he is a firm believer in the key position of construction in 
the structure of permanent prosperity. He told me that 
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statistics in the building field are so far from being general 
and complete that it is almost impossible to make an accept- 
able estimate of the house requirements of the nation. He 
remarked that in 1925, which was the peak residential con- 
struction year, at least 550,000 homes were reported as hav- 
ing been built, but he thought it was probable that the actual 
number was more. In any event, on the basis of what was 
done in 1925 it might not be unreasonable to expect that if 
all the conditions were right (which they are not likely to 
be) the country could absorb 750,000 homes in 1936 as 
compared with only 23,000 new residences in 1932. Mr. 
Grimm is far from thinking that such a stupendous number 
of houses will be built in 1936 but he does not think that 
a prediction that 6,000,000 new homes will be erected within 
the next ten years is necessarily far out of the way. 

Such a program would mean a period of housing activity 
surpassing anything of the kind in American history. It 
would, of course, put every building trade worker into a 
good job and push the manufacturers of building materials, 
builders and financing to their limit. I would say that it 
would end epidemic of unemployment. 

Among the data taken into consideration by Mr. Grimm 
and other government officials interested in housing are the 
large housing deficit caused by the virtual disappearance of 
building for several years, obsolescence and demolition, 
diminution of the doubling up tendency caused by the de- 
pression, rising rental rates, rising local taxation and plenti- 
ful mortgage building funds. According to the informa: 
tion which has reached Mr. Grimm, vacancies in many 
cities are now down to 2 per cent or lower, against a normal 
to 10, 

Once residential building activity becomes pronounced 
there will be a tendency toward a run-away market with a 
rapid increase in the number of building projects, ascending 
costs, eventual over-building, and a deplorable reaction. 

Mr. Grimm has the thought that the Federal Government 
can help to restrain excesses by encouraging the orderly 
production of a large number of houses early in the foreseen 
building cycle; that is, before the housing shortage becomes 
explosive, thus avoiding panic investing and panic deflation. 
The Treasury Department is in a commanding position with 
respect to building finance by working in close co-operation 
with the Federal Housing Administration, the insurance 
companies, the R F C, the 


invest in housing, and those who have not will become 
savers by borrowing. 

Encouraging to lenders are these facts: (1) residence 
building mortgages are now, through the F H A, guaranteed, 
or at least insured, by the U. S. Government; (2) the 
Federal Reserve Banks will discount these insured mortgages, 
which is something new under the sun. These mortgages 
are liquid because the R FC will buy them and mortgage 
companies, banks, insurance companies and private investors 
are in the market to buy them. Mr. Grimm has been in- 
formed by presidents of great insurance companies that 
they have had difficulty in getting enough insured mortgage 
loans. 

While at the moment the true facts regarding the inade- 
quacy of housing in the United States have never been 
known, the Department of Commerce has recently made a 
survey which is said to show a grave condition of housing 
deficiency. On the other hand, it is quite impossible to 
state accurately at this time what the financing potential- 
ities are with which to carry on tremendous building activity 
without the excesses that usually ensue when the demand 
for financial accommodation is greater than the facile supply. 
However, I have been able to get together some figures show- 
ing outstanding urban home mortgage totals as of 1934 and 
1930. In a tabulation of the results printed elsewhere it 
will be seen that the total of loans was $3,750,000,000 
larger in 1930 than in 1934. 

It is safe to say that most of the agencies listed as lending 
in 1930 are now in a position to lend as much, if they 
choose to. The commercial banks belonging to the Federal 
Reserve System can certainly lend on real estate mortgages 
much more than they did in 1930, for they are now author- 
ized to lend as much as 60 per cent of the total of their time 
deposits and savings accounts which are now $10,000,- 
000,000. The actual limit is now figured at $4,700,000,000. 
The non-member state banks are in a fortified position to 
lend liberally for building, particularly those which have 
taken advantage of Federal Deposit Insurance. Besides, the 
mutual savings banks now have the Home Loan Bank sys- 
tem to resort to in case the demand for building loans 
exceeds their ordinary capacity; and then there are the new 
Federal Savings and Loan Associations which have just 
started on their careers. Both H OL C and the Farm Credit 

Administration have reached 

















Home Loan Bank System, the their maximum. Their loans, 
Federal Reserve Banks and however, have freed billions 
 o banks. . ‘ Urban Home Mortgage Debt in the of Sane sca for _ 

n bringing Peter Grimm : vestment. About the only ele- 
into the Sescing picture it United States ments which may not be in a 
was the thought of Secretary (Millions of Dollars) position to lend as much now 
of the Treasury Morganthau Held by 1980 1984 as formerly are the real estate 
that all of the Federal Gov- State-chartered Bldg. & Loan Assns......... 6,984 3,910 bond institutions, the title and 
ernment agencies could be Mutual Savings Banks...................-. 3,538 8,388 mortgage companies; and 
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how far extreme building PPMUNIMUMER iste gests es cnc aie te 6 eins olan 2 + 9 4,000 2,800 not include urban second 
activity can be adequately Home Owner’s Loan Corporation....... *3,850 mortgages which are esti- 
and reasonably financed. On Federal Savings and Loan Assns............ ate 65 mated at $2,000,000,000— 
one hand it is highly impor- PENNS Bian: 5 55 55 bibs o Hinge a se deisaleies 22,220 18,475 nor farm mortgages, calcu- 
tant that the interest rates _ lated at $8,000,000,000 in 
and other financing charges 1934—a deflation of $2,000,- 

















paid by home builders and 

buyers shall be reasonable, and on the other hand it is 
important that the owners of funds shall receive an interest 
tate which will encourage them to lend. With the Gov- 
ernment out of the housing field, except in the minor way 
of social relief, these millions of homes to be must be financed 
by the people for the people. Those who have savings will 
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000,000. Nor has any atten- 
tion been paid to the mortgage loans of fire and casualty 
insurance companies, educational and other institutions, 
foundations and trustees. 

As for interest rates, the present total carrying charges 
on amortized Federal Housing Administration insured loans 
(Please turn to page 230) 


195 





Men, Ideas and 


Taxpayers in Government 


“But what do your representatives in the Government do 
about all this utility regulation?” asked the visiting Japanese 
banker of his banker-utility executive friend in Wall 
Street. 

“Public utilities, banking and Wall Street have no repre- 
sentative in the Government,” explained the American 
banker host. 

The Japanese banker frankly was puzzled that so im- 
portant interests “had no representative in Congress as we 
do in Japan.” 

Reference to the Japanese Year Book for 1934 showed 
just what he meant. It gives the composition of the 
Japanese House of Peers as: 

(a) All of the Imperial Princes above 20 years of age, 
and the Kotaishi and the Kotaison, if above 18; (b) All 
princes and marquises above 30 years of age, with the term 
of office for life; (c) 18 counts, 66 viscounts, and 66 barons, 
elected by the peers of their respective ranks. They must 
be above 30 years of age and their term of office is for seven 
years. (d) Imperial nominees from among statesmen and 
scholars who have made valuable contributions to politics or 
science. They must be above 30 years of age and their term 
of office is for life. Their number must not exceed 125. 
(e) 4 members of the Imperial Academy, elected by the 
members thereof and nominated by the Emperor. Their 
term of office is for seven years. (f) Members elected by 
and from among the highest taxpayers, in any prefecture, in 
direct national taxation on land, income and business profits. 
Each member represents 100 such high taxpayers, his age 
must be above 30, and his term of service is 7 years. The 
number of this class of members must not exceed 66.” 

It strikes us that maybe the Japanese have given us some- 
thing to think about. 


« * s 


Windows, Glass 
and Houses 


The building with- 
out windows is here. 
The Hershey Choco- 
late Corp. now has 
one. So has Sears, 
Roebuck. Possibly 
others have the same 
thing, We don’t 
know and don’t want 
to take any chance of 
announcing a breath- 
taking development 
and having somebody 
promptly write in 
and jibe: “Well! 
Well! Where have 
you people been? 
That’s old stuff. 
That’s been out at 
least a month.” 


Courtesy, Owens-Illinois Glass Co. 
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How Glass Blocks Are Used in Building Construction 


To us this windowless-business seems as strange as corned 
beef without cabbage, or Burns without Allen. It made us 
feel very sorry for the glass manufacturers, who already 
have plenty of troubles—what with paper containers, and 
tin cans and cellophane wrappings and other rivals snapping 
at their competitve heels. 

“Save your tears,” the glass industry advises us, “We 
aren't worried about windows. As a matter of fact the 
country will soon be building glass houses.” 

Glass block panels constitute the glass industry's ace in 
the hole. If the country takes to them in the coming build 
ing boom loss of a few sales of window glass as builders 
plump for complete air-conditioning will not be missed. 
Glass blocks transmit and diffuse about 86 per cent of the 
available outside light, without exposing those within to 
outside view. They will do nicely for sun porch or solarium, 
for dining room panels, for kitchen walls—especially in view 
of the present trend of architects to put kitchens in the 
front of houses—for bathrooms, in fact for almost any wall 
surface. Any or all of this can be with or without the tradi 
tional windows. 

We confess a taste for windows, so we can see what's 
going on outside. The Hershey people get around this 
difficulty with an electrical signalling gadget which tells 
those inside what kind of weather they will meet when they 
go out. But what if there is a parade or some fire engines 
go by? No, sir. We'll stick to windows. 





* * * 
Taxes Are Hard to Dodge 


We like taxes about as much as we like smallpox or scarlet 
fever. That is why it is safe to estimate that the good 
people of this country probably spend 10,000,000,000 
thought-hours per calendar year trying to dodge the tax 
collector or by hook 
or crook to reduce the 
size of his take. That 
is also why the suspi: 
cious United States 
Treasury maintains a 
large staff of eagle: 
eyed minions to check 
Federal income tax 
returns and not infre: 
quently summon t he 
taxpayer to come in 
personally—at the in 
vestigator’s leisure — 
to explain at some 
length how, why and 
wherefore. This in 
vestigation of the tax 
payer, incidentally, 1s 
also paid for by the 
taxpayer. 

Seldom a week 
passes that some ty’ 
coon or other does not 
lift an anguished wail 


THE MAGAZINE OF WALL STREET 











and 
othe! 
Ranc 
forev 
limon 
a mu 
throu 
know 
woul 
court 
incor 
That. 
that : 
to pi 
vania 
live i 
ing 1 
direct 
lord : 

W 
ened 
West 
across 
ticut. 
taxes. 
a rea 
We s 
time 1 
one t 
anoth 
get y 
move 
are | 
soon | 


What 


way 


As 
distrib 
ing re 
princi 
costs, 
cost e 
erable 
efforts 
other 
termec 
ing ite 
tion o} 

Tak 
wages 
way e 
definit 
modifi 
and a 
other 
prices 

Dep 


for Di 


orned 
de us 
ready 
, and 
ping 


“We 
t the 


ce in 
uild- 
ders 
issed, 
f the 
n to 
rium, 
view 
1 the 
wall 
radi: 


hat’s 
this 
tells 
they 
vines 


ome 
and 


tax’ 
y, 18 


the 


veek 

ty 
; not 
wail 


SET 


Achievements 


and threaten to move out of such and such a state to some 
other place which he thinks will tax him less. Thus William 
Randolph Hearst threatens to shake the dust of California 
forever from his heels—or, rather, from the tires of his 
limousines—and seek a haven elsewhere; though just where 
a multi-millionaire will for any length of time escape paying 
through the nose we do not 


up on the books, under orders from the Interstate Commerce 
Commission. The rates of depreciation charged on every 
class of equipment or other property, while originally set 
up by the companies themselves, are controlled by experi- 
ence and under the supervision of the commission. 

Loss and damage, injuries to persons, and other similar 
payments have been greatly 
reduced since 1929, due to the 








know. Probably Pennsylvania 
would be a good place, for the 
courts have held its attempted 
income tax unconstitutional. 
That, however, merely means 1916 
that real estate taxes will have 
to pay most of the Pennsyl- 
vania freight and you can't 
live in any state without pay- 
ing real estate taxes, whether 
directly or through your land- 7.00 
lord in rent. 

We hear reports of a threat- 
ened mass migration from 
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How the Average Dollar of Railroad 
Operating Revenues Is Spent 


y 1934 
For labor. . 44.1c 
: : 


For locomotive fuel. 


effective methods of control 
applied by the carriers, both 
individually and_ collectively, 
however, when compared with 
the year 1916, they show an 
increase of approximately 30 
per cent. This group of items, 
which represent a compara- 
tively small element, absorbed 
5.5 per cent of the railway 
revenue in 1916, compared 
with 8.9 per cent in 1934. 
Equipment and similar rent- 


\\ 


Westchester County, N. Y., 
across the line into Connec- 
ticut. Object: lower real estate 
taxes. Maybe this would be 
a real out—but we doubt it. 
We suspect its just a waste of 
time to wiggle and squirm. If 
one tax collector misses you 
another one will very likely 
get you double; and if you 
move some place where taxes 
are low they probably will 
soon go up. 


* * * 


What Happens to Rail- 
way Earnings 


A study of the percentage of 
distribution of railway operat- 
ing revenues, according to the 
principal elements of operating 
costs, clearly reveals that the 
cost elements are to a consid- 
erable degree resistant against 
efforts to reduce them. In 
other words, they might be 
termed as fixed or slowly yield- 
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Balance remaining as 

a return on the capital 

invested in railway 
property. 








For each dollar of operating revenues received, the railways 
had $4.90 invested in their properties in 1916 and $7.88 in 1934. 


When the foregoing 

pennies of net railway 

operating income were 

divided among the dol- 

lars of investment, each 

dollar received this 
return, 








1.79% 








als are largely contract costs, 
not easily or quickly changed, 
and also represent a small cost 
element. For the past three 
years they have remained fairly 
constant, however, when com- 
paring 1916 with 1934, they 
increased approximately $85,- 
000,000. 

Taxes is an absolutely re- 
sistant element of cost, wholly 
out of railway control, yet it 
is an element that is growing 
with great rapidity and must 
be met. Since 1916 they have 
increased more than 52 per 
cent. 

Keeping this comment on 
the relatively inflexible char- 
acter of railway operating 
costs in mind, it is interesting 
to compare the situation be- 
tween 1934 and 1916 as de- 
picted in the accompanying 
graph. 





ing items, which constitute an obstruction to rapid realiza- 
tion of lower operating costs. 

Take, for example, the largest single cost item, that of 
wages charged to railway operation. The majority of rail- 
way employees work on a contract basis, on the basis of 
definite agreements with their employers, which cannot be 
modified without a long process of negotiation, mediation 
and arbitration specifically prescribed by law. On the 
other hand, fuel and material costs are largely based on 
prices controlled by market conditions. 

Depreciation and retirement costs are required to be set 
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Science Advances in Automobiles 

Although reams have been written on the new cars, their 
beauty, their ease of handling, their speed, power and what- 
not, it is hard to disguise the fact that there have been few 
drastic alterations from the consumers standpoint. From 
the standpoint of the manufacturer, the maker of acces- 
sories and the supplier of raw materials, the new cars are 
changed importantly. For example, the swing away from 
sheet metal radiator grills in favor of die-cast ones, which 
gave the Oldsmobile such a distinctive appearance last year, 

(Please turn to page 234) 
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The Farm I tactor 
Takes Wings 


AllisChalmers Fights Way Back to Re- 
covery with a Stake in Heavy Industry and 


a Pioneer Position in Farm Equipment 


By Witiram A. McGarry 


FEW years ago— 
in 1931—the first 
airplane flew the 


A 


Pacific on the famous 
$25,000 Dole flight to 
Hawaii. On June 29, 


last, Ab Jenkins drove a 
farm tractor 67.87 miles 
an hour on the salt flats 
at Lake Bonneville, 
Utah. 

It may sound like a far 
cry from the airplane to 
the plow, but the happen- 
ings are related. 

The application of an 
old product to a new use 
made possible the Dole 
flight. It also set in mo- 
tion a chain of events 
which may be even more 





tractors and other agricul- 
tural equipment without 
relinquishing its eminent 
position in the field of 
heavy industrial machin- 
ery, electrical mining and 


public utility equip: 
ment. 
Allis‘Chalmers Manu- 


facturing Co. was formed 
in 1913 to take over Allis- 
Chalmers Co. of New 
Jersey. It issued 165,000 
shares of $100 par value 
preferred stock and 260, 
000 shares of $100 par 
value common for all the 
assets of the parent com: 
pany, subject to certain 
liabilities. By 1925 net 
income had risen to 








disastrous to AAA and 
other New Deal farm 
ideas than anything the 
Supreme Court may do. 
Jenkins’ record - breaking 
tractor drive was well along in this chain of happenings. 

Somewhat earlier it had been proved to the satisfaction 
of manufacturers that rubber tires will pull plows, har- 
rows, threshers—any kind of farm vehicle working in soil. 
The speed stunt was one of many to prove that to farmers; 
it worked. Tire makers will sell $20,000,000 worth of 
“shoes” for farming purposes this year of 1935. 

It worked elsewhere. One of the most important units 
in the long lagging heavy industries of the United States, 
one of the oldest and most diversified, is the Allis‘Chalmers 
Co. Founded 88 years ago to build flour-milling machinery, 
it dominates the world in that field. 

By 1913 it had gone from flour into a bewildering array 
of other basic industries—and also into receivership. It 
made the heaviest castings in the world for mining, smelting, 
drilling. It made the largest steam and hydraulic turbines 
and blowers for sewage purification. A large group of small- 
er companies had been drawn in, including some heavy farm 
machinery plants. 

Today the company plays a dual role as a producer of 
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Boring Mill—One of the Largest Machine Tools in America 
—Made by Allis-Chalmers 





$3,417,368.43. In 1929 
the corporation made a 
high of $4,330,888.48. 

A program of expan: 
sion was started in 1926. 
It led eventually into lines having much to do with the 
present remarkable recovery, but it involved a complete 
change in the methods of doing business. Previously that 
had been done on a few large sales. Organizations and 
outlets for volume sales were acquired with the corporations 
taken over to broaden the lines. 

The company touched bottom in 1932 with a net loss 
of $2,955,042.87. In that same year the rubber tire at low 
pressure was introduced to the farmer. Solid rubber tires 
had been tried first by one of the big producers. High or 
semi-high pressures came next. Then a man in Florida 
got good results on Ford tractors by welding three rims 
together and equipping them with old, deflated tires. 

Firestone and Allis‘Chalmers got together thereafter on 
a series of tests. C. C. Sisler of the tire company had re- 
cently drawn the specifications for the largest tires ever 
made up to that time—those used on the Dole flight. In 
the same mould were cast the first pneumatic tractor 
tires, 

A farmer fifteen miles from Milwaukee had the honor of 
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does everything the old tractor did, 





putting the first set to work. He is still 
using them. Harvey Firestone equipped 


does it better and does a lot more. 
Gasoline operating economy ranges 





37 implements on his farm with low 
pressure tires. Tractor orders for Allis- 


from 25 to 30 per cent. Rubber will 





Chalmers began to pick up. Net loss 
was cut to $2,893,905.30 in 1933. The 


pull in snow and ice and in mud that 
stopped steel wheels with lugs. It will 





next year the Tractor Division was re- 
sponsible for about 50 per cent of the 
total business of the corporation, and 
the loss went down to $1,039,405.95. 
Unfilled orders amounted to $8,013,- 
858.83 at the end of the year, up a mil- 


PRICE SCALE 


also pull on concrete and farm roads 
between barns. With four speeds— 
for hauling at fifteen miles on hour on 
highways—it eliminates completely the 
need for horses for farm to town and 
intra-farm work. 








lion and a half over 1933. 

That extra million and a half of 
orders, plus certain other factors, 
pointed the way to what was to come. 
In 1931, for example, Allis‘Chalmers 
made a profit of $1,256,431.12 on total 























The really sensational fact, however, 
is that it steps up the plowing speed 
from an average of two and a half 
miles to five miles an hour. In some 
lighter operations the showing is even 
better. Since the rubber takes the 
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billings only about $7,500,000 above 
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shock it is obvious that the machine 














1934. There was some question as to 





lasts longer—as well as the operator. 





whether the same ratio of profits would 

apply, but there was no longer any doubt about the volume 
in sight, or the fact that it would be more diversified than 
in any previous year of the company’s history. 


The Turn Comes 


These prospects were more than justified recently when, 
in connection with the refunding of its $15,000,000 bond 
issue at a lower interest rate, the company made public its 
financial report for the first eight months of 1935. It 
showed a net profit carried to earned surplus account of 
$1,098,001.23. Gross sales meantime were up only about 
$3,400,000 over the whole year 1934. 

What the rubber tire is doing to farm statistics, what it 
is threatening to do to the economics of farming, is even 
more important as an augury of the future. Everybody 
knows that there are about six million farms in the United 
States. Of that number the statisticians have been saying 
for years that only 2,000,000 are able to buy tractors. 
About 1,300,000 farm tractors are now in use throughout 
the country. That would indicate an approximate remain- 
ing market for 700,000 units, plus replacements, plus the 
unknown percentage who might now or in the future use 
more than one. 

The late Calvin Coolidge was fond of saying that statis- 
ticians fall into the 
common error of con- 
fusing constants with 
variables, and the 
foregoing figures ap- 
parently fall into that 
category. The con- 
stant of 2,000,000 
farmers able to buy 
tractors is based, ob- 
viously, on an aver- 
age price. In the case 
of one of the standard 
AllisChalmers units 
that was $2450 at the 
high, $1450 at the 
low—while steel 
wheels were being 
used. Rubber changes 
the constant. 





The effect on the economics of farming 
can hardly be over-estimated. It is not something that will 
show over-night, but in the long run it is likely to cut costs 
to the point where even the “gentle rain of checks” from 
AAA will cease to interest the farmer. He may be able 
to make money again, as he has in the past, by large volume 
at low prices. 

That many farmers in the great bread basket of the 
Middle West are beginning to see this is indicated by the 
returns in a contest conducted last spring. A tractor and 
other prizes were offered for the best answer to the ques- 
tion—““What I want in a tractor.” In a total of 15,573 
entries tabulated, no less than 10,557 asked for rubber tires. 


All On Rubber 


The point of interest here is that just as it pioneered in 
tires on the tractor, Allis‘Chalmers is now applying them to 
all other farm implements requiring wheels. It has them 
for threshers, combines, hullers, manure spreaders and a 
long list of other vehicles. Offcials predict that all vehicles 
heretofore on steel wheels will be on rubber within a few 
years. Competition will compel it. 

Harry C. Merritt, manager of the Tractor Division, is 
credited with originating the idea of air tires for farm vehicles; 
W. E. Brown with the undoubtedly brilliant feat of hav- 
ing sold it to the most 
conservative group in 
America in less than 
three years. Barney 
Oldfield and other rac- 
ing drivers appeared 
before Jenkins in a 
long series of stunts at 
county fairs that 
helped to build up 
these sales. Spectators 
saw the tractor plow- 
ing in the oval and 
then watched it race 
around the track to 
new speed records. 

The company itself 
has listed fifteen other 
men, in sales, works 
management and engi- 
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names the fact is worth noting as indicative of the way 
Allis‘Chalmers does business. In the nature of its products 
prior to the acquisition of its farm implement lines, the 
company had developed the engineering tradition to an 
unusual point. Much of its work was in foreign countries. 
Nearly every big job in the shops was only half finished when 
it was derricked on to special cars and started for the place 
where it was to be put to work. Installation and adjust- 
ment to operating conditions was a job for specialists. 

The consequence is that the active management always 
has been clothed with 
a great deal of author- 
ity and responsibility. 
Depending largely on 
technical men, Allis- 
Chalmers has had a 
policy of giving a man 
a job to do and then 
letting him alone 

. while he did it. To 
encourage personal in- 
itiative it was one of 
the first to provide 
for additional com- 
pensation. Its first 
plan was adopted in 
1915. A new plan 
was developed in 
1928, amended in 
1930, and has been 
continued since then 
from year to year by 
the directors. 

Under this plan a 
percentage of net 
earnings is paid into 
the additional com- 
pensation account after all charges, including interest and 
taxes, but before any appropriation for dividends. On the 
first $300,000 of net earnings this payment is 3 per cent. 
It rises to 6 per cent on the second $300,000; 7 per cent on 
the third; 8 per cent on the fourth and 9 per cent on any 
excess over $1,200,000 annually. This, with certain stock 
purchase rights, has attracted a strong technical organiza- 
tion and has had the effect of reducing executive turnover. 

Apart from that, the company has no management or 
general supervisory contracts in effect. Its policy has been 
to absorb rather than to operate subsidiaries separately. 
One of the first of the great American industrial groups to 
recognize the value of decentralization, it has offset any ill 
effects of this division by a co-ordinating department which 
brings executives of all the others together, formally and 
informally, creating an almost instantaneous information 
exchange. 


Financial Position 


On the financial side the report for August 31, 1935, 
shows total assets of $70,799,079.72, with total current and 
working assets of $30,385,587.80. Of the latter amount 
$12,638,142.86 is in cash, marketable securities, notes and 
accounts receivable, less reserve for doubtful items, and 
$14,755,911.33 in inventories, work in process and manu- 
factured stock. Back in 1931 the company had been criti- 
cized for an item of $13,427,192.84 in good-will and 
patents. Since then, as the character of the business has 
changed, the policy has been to reduce it. Transfers of 
$1,627,851.37 have been made toward this reduction from 
Capital Surplus. The funds were obtained from the sale 
of stock to American Brown Boveri Electric Corp. and 
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One of Allis‘Chalmer’s 80,000 kw Steam Turbine, Alternator Units 


Advance Rumely Corp. in payment for assets acquired. 

In previous reports the good-will and patents item has 
been explained as representing sums actually paid out in the 
acquisition of corporations doing the bulk of their business 
under patents. A machine that takes a year to build, the 
cost of which may run up into the millions, can hardly 
command the capital under any other method. As indica- 
tive of how well it has protected this branch of the business 
it might be noted that only three suits are pending. One 
relates to power transmission mechanism and has not yet 
been tried. In the 
most important, in- 
volving several other 
large corporations as 
defendants, the Sew- 
age Commission of the 
City of Milwaukee is 
a guarantor against 
losses by infringement 
awards. Preliminary 
decrees are in favor of 
the defendants. 

The new financing 
referred to above is 
the second relating to 
funded debt since the 
present corporation 
was started. On July 
1, 1927, the then out- 
standing $16,500,000 
par value of 7 per 
cent cumulative stock 
was redeemed and 
paid off at 110, plus 
accrued dividends. 
This was accomplished 
largely through the 
sale of $15,000,000 of ten-year 5 per cent gold debentures 
due May 1, 1937, of which $13,858,000,000 are now out- 
standing. 

The new issue now being offered is of ten-year 4 per cent 
convertible debentures, to be due November 1, 1945, priced 
to yield a maximum of $14,775,000 and a minimum of 
$14,550,000. This will be the only funded debt. In May 
of 1928 the authorized common stock of the company was 
increased from 260,000 shares of the par value of $100 each 
then outstanding, to 500,000 shares. An additional 26,000 
shares was sold at $140 per share in February of 1929, 
$2,600,000 being credited to capital stock and $930,000 to 
capital surplus. 


Split Up in the Boom 


In September of 1929 the authorized shares of common 
stock were changed from 500,000 shares of $100 par into 
2,000,000 shares of no par value, the distribution being on 
the basis of four to one. An additional 114,400 shares of 
this new stock was sold in 1929 and another 102,200 shares 
in 1931. There are now outstanding 1,360,600 shares, 
carried on the balance sheet at $40,171,768.00, and 25,274 
shares in the treasury. 

A list of the corporations taken over in whole or in part 
by Allis‘Chalmers since 1926 includes Nordyke & Marmon, 
Inc., flour milling machinery business; Pittsburgh Trans- 
former Co., 1927; Monarch Tractors Corp., 1928; La 
Crosse Plow Co., 1929; American Brown Boveri Electric 
Corp., exclusive of certain assets, 1931; Condit Electrical 
Manufacturing Corp., 1931; Advance Rumely Corp., ex- 
clusive of certain assets, 1931; Bridsell Manufacturing Co.'s 

(Please turn to page 232) 
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Great Promise in Chemistry’s 
Latest Progeny 


Plastics Provide New Material for Indus- 
try and a New Channel of Investment 


By Ratexw L. Woops 


T IS an interesting coincidence that in the definition of 
the word plastic may be found a clue to the industry's 
fundamental economic implications, as well as a char- 

acterization of its products which now gross close to $300,- 
000,000 annually. The dictionary says of plastics, “Giving 
form or fashion to matter; capable of being molded.” That 
is the heart of the industry. It can be molded or directed 
as the whims of fashion or the needs of technology dictate. 
It is just this quality of plasticity—physical and economic— 
that evokes our interest and invites our consideration. 

Although we think of plastics as a new product, if we 
think of them at all, their origin traces back to 1863 when 
J. W. Hyatt invented cellu- 
loid while attempting to win 
a prize of $10,000 offered for 
a substitute for precious 
ivory. Bakelite, developed in 
1909, was the next plastic. 
After the world war chemists 
really got busy with the re- 
sult that hundreds of such 
articles as fountain pens, 
clock cases, umbrella handles, 
poker chips, chess men, ash 
trays, buttons, buckles, cos- 
metic containers, telephone 
receivers, radio cases, hard- 
ware, soda fountain and table 
tops, panels, lamp bases, pipe 
stems, electric wiring plugs, 
toilet articles, and dishes are 
now being fabricated from 
synthetic materials formed by 
compounding a variety of 
chemically dissimilar sub- 
stances. 

General Electric, Westing- 
house, Union Carbide & Car- 
bon, Eastman Kodak, Ameri- 
can Cyanamid, Commercial 
Solvents, Toledo Scales, 
American Catalin Corp., 
Fiberloid Corp., Du Pont, 
Bakelite, Goodyear Tire & 
Rubber, Reynolds Spring and 
Celanese Corp. of America 
are among the leading pro- 
ducers of either the basic 
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A Process in the Manufacture of Catalin, One of the 
Phenolic Plastics. Dyes Are Being Added Prior to 
Heating and Curing. 


materials entering into plastics or finished plastic products. 
Surely these names suggest that an examination of the 
industry should prove worthwhile. 

One of the most significant things about the plastics in- 
dustry is though conceived in laboratory test tubes by the 
wizardry of industrial research, it has introduced a wide 
range of entirely new materials which are steadily “poach- 
ing” upon what was thought to be the private preserves of 
such materials as rubber, wood, marble, brass, copper, steel, 
crystal and glass. Moreover, these new materials usually 
cost less than those they replace, or have characteristics not 
possessed by them. Perhaps of equal importance is the fact 
that plastics are compounded 
of raw materials which are 
abundant enough to assure a 
continuing supply at moder- 
ate prices. In fact, many of 
these raw materials were 
formerly regarded as waste 
products. Since much of the 
industry's growth has taken 
place since 1929, aided by 
price declines because of in- 
creased production, it is evi- 
dently unnecessary to ques- 
tion its vitality. 

While it is a temptation 
immediately to contemplate 
the industry's future, it is 
more reasonable first to un- 
derstand it. It is hardly sufh- 
cient only to say that a plas- 
tic, or “composition,” is 
compounded of non-metallic 
substances which are molded 
into practically any shape, 
given any color, and are 
transparent, opaque, or any- 
thing in between. Tech- 
nologically, they are related 
to lacquers, and varnishes; in 
fact, they are molded or 
formed and often have a re- 
sistance to mechanical stress 
suggestive of steel or granite. 
When we consider that plas- 
tics are made from such 
varied substances as carbolic 
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acid, formaldehyde, casein in milk, soy beans, corn stalks, 
cotton linters, camphor, ammonia, cashew nut oil, oat hulls, 
ox blood, sawdust and sulphur, it is obvious we can indulge 
in no extensive exploration of industrial processes. But it 
is helpful to obtain at least a general idea of what happens 
to this rather weird collection of basic materials; materials 
which, incidentally, are produced by such chemical manu- 
facturers as Allied Chemical, Monsanto, Du Pont, Union 
Carbide & Carbon, Hercules Powder, Celanese Corp., 
Heyden Chemical, and American Cyanamid Co. 

Although there are six types of plastic products, there are 
actually as many different chemical compounds as there are 
companies engaged in the industry. To detail all of these 
processes might be scholarly, but it would also be dull read- 
ing. However, we can still be informative yet brief. 

The oldest type plastic is the 
cellulose nitrate, trade named 
celluloid, and_ generically 
termed pyroxylin. Here cellu- 
lose from cotton linters or wood 
is combined with nitric and sul- 
phuric acids, and mixed with 
camphor. Despite its inflamma- 
bility, eight to ten million 
pounds of this material are used 
each year in the manufacture of 
dresser sets and toilet articles, 
pocket calendars, bookmarks, 
billiard balls, safety glass, and 
various novelties. This prod- 
uct is known as a_ thermo- 
plastic because it can be soft- 
ened and reformed under heat. 
The Celluloid Corp.,  sub- 
sidiary of the 
Celanese Corp. of 
America, is the 
oldest and leading 
producer of this 
type plastic. The 
Du Pont Visco- 
loid Co. is also 
active in its pro- 
duction. 

Within the 
past few years 
chemists have de: 
veloped a varia- 
tion of this type 
plastic which is 
not inflammable, 
though it is more 
expensive, more 
brittle, and less water resistant. The use 
of acetates instead of nitrates turned the ' 
trick. The Celluloid Corp. and the Du 
Ponts are also active in this field, along 
with the Fiberloid Corp. of Indian Or- 
chard, Mass., and the Tennessee Eastman 
Co. Thus far its principal use has been 
for non-inflammable motion picture films. 

Casein plastics are those derived from sour milk or soy 
beans, with the addition of formaldehyde. Although this 
material is not inflammable it is commonly regarded as lack- 
ing in strength, not so easily molded, and subject to warpage 
from water. However, it takes color easily and can be made 
transparent. It is widely used for buttons, as well as for 
various novelties. The Casein Corp, of America provides 
the raw product and the American Plastic Co. is the lead- 
ing producer of the finished material. 
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The Versatility of Plastics—Telephone 
Parts (Bakelite)—Toilet Articles (Du 
Pont Pyralin)—Smoker’s Items (Cata- 
lin)—Auto Parts (Reynolds Spring) 






When synthetic resins were developed the plastics indus- 
try really began to assume an important place in our indus- 
trial scheme. The first of these was bakelite, known as a 
molded phenolic because of the use of phenol, or carbolic 
acid. There is little more to this process than the condensa- 
tion of phenol and formaldehyde, adding a filler of wood 
flour or powdered asbestos to the resultant gummy mass, 
and then compressing it under heat to the mold. The 
finished product is surprisingly strong, has an attrac 
tive surface, requires 
little or no_polish- 
ing, resists moisture, 
is non-inflammable, 
and has a remark- 
able range of prop- 
erties and commer- 
cial uses. Such is its 
versatility that it is 
extensively used for 
“silent” gears, radio 
and automobile 
parts, electrical ap- 
pliances, pipe stems, 
numerous novelties, 
household ware, 
hardware, telephone and chemical 
equipment, clock cases, fountain 
pens, picture frames, and many other 
articles of manufacture. Although 
Bakelite leads the industry in the 
production of molded phenolics, it 
is not without competition from 
others employing the same general 
process. Durez is manufactured by 
General Plastics, Inc., while Makalot 
Corp., of Boston, and the Resinox 
Corp., a subsidiary of Commercial 
Solvents Co. and Corn Products Co., 
also produce molded phenolics. 

It is interesting to note that the 
duel within the plas- 
tics industry is not 
confined to distribu- 
tion and merchan- 
dising. Rather, the 
emphasis seems to 
be on chemical 
formulas and proc- 
esses: Thus we have 
cellulose acetates 
fighting cellulose ni- 
trates, and both of 
them _ combatting 
molded phenolics 
and casein plastics. 
Each is fighting all 
the others, but some- 
how or other all seem 
to share in the grow- 
ing business. 

In 1929 a new 
competitor came on the scene. This is the cast phenolic. 
This plastic material is also a product of condensation, 
but without any fillers. When the heat is turned off a 
catalyst, or activating agent, is added to the viscous sub- 
stance in order to jumble up the molecules. The catalyst 
is removed and the finished resins dehydrated; aniline 
dyes are added and the resins poured from the kettles 
direct into various sized and shaped molds which are 
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Bonds for Income and Speculation 


International Paper 6's ! High Yield and Possibilities of 


Empire Oil & Refining 5)’s 
Paramount Pictures 6's ! 
Florida Power & Light 5’s 


International Paper Co. 


Selling on a basis to yield a current 
return of better than 8%, an exception- 
ally high rate under present conditions, 
it is at once apparent that the Interna- 
tional Paper Co., refunding 6's 1955 
are in a semi-speculative category. A 
high yield at a time when even medium 
grade bonds sell on no better than a 5% 
basis may prove more apparent than 
actual if there exists any serious threat 
to maintenance of interest payments. 
In the case of the International Paper 
Co., however, there is definite evidence 
that the company’s affairs are on the 
mend and the speculative assumption 
that earnings protection for the bonds 
in question will improve rather than 
otherwise merits consideration. 

Several years ago the International 
Paper Co. undertook the segregation of 
its extensive public utility and water 
power properties from its paper-mak- 
ing activities. This was accomplished 
by vesting control of all utility proper- 
ties with the International Hydro-Elec- 
tric System, while the paper, pulp and 
other industrial properties were held 
by the International Paper Co., in its 
capacity of both a holding and operat- 
ing company. Both companies in turn 
are controlled by the International 
Paper & Power Co. 

Formerly engaged primarily in the 
production of newsprint, the Interna- 
tional Paper Co., in recent years has 
made important progress in the diversi- 
fication of its activities to include other 
types of paper. An extensive readjust- 
ment of manufacturing facilities has re- 
sulted in the concentration of news- 
print production in Canada and New- 
foundland at plants which are rated 
among the lowest cost producers in the 
world. Less efficient units have either 
been sold or abandoned and plants in 
the United States are principally en- 
gaged in the manufacture of other 
types of paper and paper specialties. 
These include kraft paper, book and 
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By J. S. WitiraMs 


bond papers, wrapping paper, paper 
bags, tissue and towel papers and en- 
velopes. The company’s estimated re- 
sources of woodlands amount to 97,- 
395,000 cords. 

Funded debt of the International 








International Paper Co. 
Ref. S. F. 6’s 1955 


Amount Outstanding ........... $20,438,500 

TOC TUNASCE DGG. 6.6 cee cee 75,316,994 

Total Fixed Assets... .....ccees. 162,165,774 
(excl. woodlands) 

Fixed charges times earned ’34........ 0.82 

SOURED MNUNIO Si. cic ceiecic cesses soos 71 

URGE ENON oie es deus Sh wee ORs 8.4% 








Paper Co., and subsidiaries totalled 
$75,316,994 at the end of 1934, exclu- 
sive of $15,389,000 1st and Refunding 
5°s 1947 assumed by the International 
Hydro-Electric Corp. The refunding 
6's 1955 were outstanding in the 
amount of $20,438,500, of which less 
than $18,000,000 were in the hands of 
the public at the end of last year. The 
bonds, subject only to the Ist and re- 
funding 5’s 1947, are secured by a mort- 
gage on substantially all of the real 
estate, paper mills and other fixed prop- 
erties now owned directly by the Inter- 
national Paper Co. The bonds are addi- 
tionally secured by the pledge of the 
entire capital stock and about $15,000,- 
000 7% gold notes of the Canadian In- 
ternational Paper, Ltd., which controls 
one of the largest tracts of pulpwood 
timber and some of the most important 
newsprint and sulphite mills in Can- 
ada. 

Reflecting depressed business condi- 
tions coupled with the unprofitably low 
prices of newsprint, International 
Paper Co., has failed to fully earn fixed 
charges since 1930. Last year, however, 
the company covered 82% of fixed 
charges, a marked improvement over 
1933 when only 21% of charges was 
earned. Despite unprofitable opera- 


Substantial Price Enhancement. 


For Investment, Fair Return 
and Modest Appreciation 


tions the company has maintained a 
fairly comfortable financial position. 
Current assets $42,791,143 at the end 
of 1934 compared with current liabili- 
ties of $24,198,040. Cash was in ex- 
cess of $3,000,000. 

Although current earnings of Inter- 
national Paper are not available, the 
report of the top holding company for 
the first six months of this year shows a 
somewhat lower loss than for the same 
period last year. Although the pres- 
ent price of $41 a ton for newsprint is 
only $1 higher than the depression low, 
interests in the industry are anticipating 
some advance in the near future. Pro- 
ductive capacity has been reduced con- 
siderably in recent years and current 
consumption is substantially ahead of 
last year. All in all, the statistical 
position of the important newsprint 
division appears visibly improved, a 
condition which augurs well for higher 
prices and more profitable operations 
next year. If such proves to be the 
case, current purchases of the bonds in 
question should prove a profitable un- 
dertaking. 


Empire Oil & Refining 
Co. 


The Empire Oil & Refining Co., is a 
Cities Service Unit in which the latter 
company’s oil interests are substantially 
concentrated. The relative importance 
of the company in the Cities Service 
setup may be visualized from the fact 
that more than 50% of the total reve- 
nues of Cities Service are derived from 
its activities in all the major phases of 
the oil industry. The Empire Oil & Re- 
fining Co., engages in the production, 
transportation, refining and marketing 
of petroleum and petroleum products 
and properties include 3,600 oil wells, 
five refineries having an aggregate daily 
capacity of 51,000 barrels, fourteen ab- 
sorption and compression — gasoline 
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plants which produced 37,700,000 gal- 
lons of gasoline in 1934, and in addi- 
tion an extensive network of pipe lines, 
a fleet of tank cars and some 4,400 mar- 
keting outlets. In 1934, the company 
produced 10,873,000 barrels of crude 
oil and 9,281,705 barrels of crude were 
run to stills. 

The first and collateral 5Y2’s 1942, 
outstanding in two series aggregating 








Empire Oil & Refining Co. 
Ist & Coll. 514’s 1942 


Amount Outstanding ........... $48,903.000 
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$48,903,000, comprise the entire funded 
debt of the Empire Oil & Refining 
Co. Security for the bonds is pro- 
vided by a direct first mortgage on 
all fixed properties and a lien on all 
stocks of subsidiaries. A sinking 
fund operates to retire $1,200,000 of 
the 1927 series annually until 1937, 
after which 4% of the principal amount 
outstanding will be retired yearly. The 
sinking fund on the 1928 series is at the 
rate of 3% of the principal amount out- 
standing annually, or the company may 
meet this provision by spending twice 
the amount of the annual sinking fund 
on new properties or additions. Prac- 
tically all of 1928 series are owned by 
Cities Service, in addition to $2,620,000 
of the 1927 series, or a total of $30,- 
977,000 out of the entire issue. 

As of November 30, 1934, the com- 
pany had outstanding $7,716,599 in 
long term notes held by the Empire Gas 
& Fuel Co. (Del.), while current notes 
payable totalled $7,160,784, of which 
$6,000,000 of the latter were secured 
by $10,836,950 of current assets. Cur- 
rent assets aggregated $18,248,426 and 
current liabilities totalled $11,348,782 
at the end of the last fiscal year. 

In common with all oil enterprises 
earnings of Empire Oil & Refining have 
fluctuated widely. In 1932, bond inter- 
est requirements and other interest were 
covered 1.5 times, but in 1933 there was 
a deficit of some $750,000 before fixed 
charges, but after depreciation and de- 
pletion. For the 1934 fiscal year, only 
$102,634 was available for bond inter- 
est totalling $2,754,536. In that year, 
however, depreciation and depletion 
writeoffs amounted to $4,982,862, so 
that actually the company was not “out 
of pocket” for the payment of bond 
interest. No interim reports are avail- 
able at this time, but is a reasonably 
safe conclusion that the company’s 
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operations for the past fiscal year were 
materially improved. Not only is this 
foreshadowed by the better price struc- 
ture and record-breaking consumption 
of crude oil and petroleum products 
this year, but it is suggested by the 
greatly improved earnings reported by 
the Cities Service Co., itself. 

Considering the importance of the 
Empire Oil & Refining Co., there is 
little basis for doubt as to the security 
of interest payments on the bonds, for 
such financial assistance as might be 
necessary would doubtless be rendered 
by Cities Service by the simple expedi- 
ent, for example, of crediting itself with 
the interest on the large block of bonds 
which it holds rather than actually tak- 
ing the interest in cash. Yielding 7%, 
the bonds offer interesting speculative 
possibilities with the added inducement 
of a generous yield. 


Paramount Pictures 
Corp. 


Evolved from a thorough going re- 
organization and conservatively capi- 
talized, Paramount Pictures Corp., has 
ample opportunity to regain the prestige 
and profits commensurate with one of 
the foremost organizations in the mo- 
tion picture industry. The reorganiza- 
tion of the former Paramount-Publix 
Corp., was accomplished by a plan 
which provided for a substantial reduc- 
tion of the outstanding claims against 
the company and raised sufficient cash 
to enable the successor company to be- 
gin business with adequate working 
capital. Outstanding claims against the 
former company aggregated $297,702,- 
162. Under the plan these were re- 
duced to 20% of that figure, or about 
$55,000,000. Indeterminate and addi- 
tional claims were provided for up to a 
maximum of $10,000,000. These 
claims were settled on the basis of one- 
half in new 6% debentures of the 
Paramount Pictures Corp., and one- 
half in new 6% first preferred stock. 
The sale of new second preferred stock 
provided cash in the amount of $6,500,- 
000, making total cash available to 
the new company of $16,000,000. 

On the foregoing basis, capitalization 
of Paramount Pictures Corp., consists 
of $27,500,000 6% debentures $27,- 
500,000 6% convertible first preferred 
stock, $100 par value; $6,441,000 6% 
convertible second preferred stock, $10 
par value; and 1,610,452 shares of com- 
mon stock. Interest on the new 6% 
debentures, which mature in 1955, be- 
gan on January 1, last, and the July 
coupon was paid. Total interest re- 
quirements on this issue will amount to 


$1,650,000. Beginning next year, a 
sinking fund will operate until the de- 
bentures are retired, amounting to one- 
third of earnings after preferred divi- 
dends or 2% of the debentures out- 
standing, whichever of these amounts 
may be the larger. 

While current earnings of the com- 
pany are not a just criterion of its po- 
tential earning power, inasmuch as 
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many non-recurring items in connection 
with the reorganization as well as un- 
usual expenses incurred in revamping 
the company’s producing and _ studio 
facilities have been absorbed, they af- 
ford some idea of the extent to which 
the company may be expected to sup- 
port fixed charges. In the three-months 
period ended June 30, last, net income 
available for interest on the debentures 
amounted to $1,332,000. Interest re- 
quirements of $400,000 for that period 
were covered better than three times, 
on this basis. Earnings for the third 
quarter have been estimated as about 
equal to second quarter results and 
while earnings in the fourth quarter, 
normally one of the most profitable for 
the industry, may not register any ap- 
preciable gain for reasons already stated, 
it is a safe assumption, nevertheless, that 
interest requirements on the debentures 
will be covered by a wide margin. 

The new company comes into exist- 
ence at a time when the industry gives 
every indication of recovering its for- 
mer profitable status and well provided 
with an able directorate, ample working 
capital and a supportable capitalization, 
Paramount Pictures Corp. faces a prom- 
ising future with potential earning 
power fully in keeping with its domi- 
nant position in the industry. In the 
circumstances, the company’s deben- 
tures may be recommended as a sound 
medium grade investment, yielding an 
attractive return. 


Florida Power & Light 
Co. 


The Florida Power & Light Co., 1st 
mortgage 5’s 1954 readily qualify as a 
sound investment issue for conservative 

(Please turn to page 232) 
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Profits in Tin Cans 


Increasing Uses for Tin Containers Add to Possibilities for Three 
Leaders Who Have Already Achieved an Enviable Record 


HE tin can is a humble thing. 
Even lithographed, or dressed 
up with a pretty paper label, it 

can still hope for no treatment better 
than casual destruction and an ignom- 
inous garbage pail burial. Yet, where 
would our modern civilization be with: 
out the humble can? City dwellers— 
and also a great many not living in 
the cities—would be doomed (when 
they could get them at all) to a fresh 
vegetable existence. The country 
would be obliged to drink stale, bitter 
coffee, without any of the bean’s ori- 
ginal freshness and aroma so miracu- 
lously preserved by tin. Pity the poor 
benighted motorist into whose crank- 
case the unscrupulous dealer would 
pour drainings instead of the free- 
flowing lubricant his car demands, and 
which he now obtains so certainly from 
a non-refillable can. 

Yes, there is a certain amount of 
“ballyhoo” about cans and their con- 
tents as with almost everything else, 
but there is no denying that except for 
the can a good many of us wouldn't 
be having as much in the way of vege’ 
tables and fruit in the winter. The 
tin can’s ever growing popularity, how- 
ever, probably is less a matter of in- 
trinsic merit as a preserver, than a 
matter of convenience. Nothing is 
easier to handle than a can of some 
thing, whether it be peas or shoe black- 
ing—simple to buy, simple to store 
without mess or smell, simple to open, 
and no disposal problem. Perfect! 


Simple and Profitable 


There is nothing tricky about the 
tin can business except the machinery, 
which rivals the wonders to be found 
in Ford’s River Rouge plant. Tin plate, 
which is 98!14% steel and 114% tin, 
is bought from one of the steel com- 
panies. Having obtained the tin plate, 
all one has to do is to run it through 
a series of machines which slit it into 
strips, cut the strips into pieces, shape 
them, solder the edges, and then crimp 
on a bottom. Do this in plants all over 
the country to the tune of a good 
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many billions of cans a year, sell them 
at a profit which averages in the neigh- 
borhood of three-tenths-of-a-cent a can, 
and the results are very gratifying. 

At this point someone is certain to 
remark: “If the business is as simple 
and profitable as all this, why then 
aren't there hundreds of companies in 
it and waxing rich.” The answer is that 
there are hundreds—well, one or two 
bundreds anyway—turning out tin 
cans. Only three, however, are of any 
national importance at all, American 
Can, Continental Can and National 
Can, the latter a 67%-owned subsidi- 
ary of the McKeesport Tin Plate Co. 
Of these, American Can is by far the 
largest, doing close to half the entire 
can business of the country. Conti- 
nental Can does about half as much as 
American Can, while National Can is 
far behind the two leaders, but is pro- 
gressing nicely. 

The reason why so much of the 
country’s can business is in the hands 
of a few very prosperous concerns is 
mainly because competition, while ex- 
tremely keen in every other way, never 
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descends to cutthroat price tactics, and 
because profit margins have been fixed 
at an particularly happy point. It 
would be easy for the can companies 
to get themselves into a mess similar 
to that in which the tire companies can 
always be found. This may happen 
some time in the future, of course, 
should the can companies go on build- 
ing up capacity and in the event that 
the steady upturn in demand should 
falter and fail to take up the plant 
slack as it has always done up to now. 
Fortunately, there are no signs of this 
and the can companies are certainly 
too sensible to cut one anothers’ throats 
until positively driven to it. Thus, 
while in no way hinting of price-fixing 
agreements, it must be clear to every 
one that the status of the can com- 
panies or the big cigarette companies, 
where the price situation is “well in 
hand,” is vastly preferable to the status 
of tire, textile and other companies 
which slash right and left at the drop 
of a hat. 


Competition from Glass and Paper 


Yet, if the competition between can 
company and can company is on a 
sensible live-and-let-live basis, makers 
of other types of containers do not 
feel that they are necessarily bound to 
follow such gentlemanly tactics. Glass 
fights can, but finds it hard to meet the 
latter’s low price, light weight and un- 
breakability; carton fights glass—and 
would fight can too, if there were only 
more points of contact—mainly on the 
basis of price. Then, looming up on 
the horizon, there is another contender, 
aluminum. The Crown Cork & Seal 
Co. is watching the progress of the 
recently introduced beer can like a 
cat at a mouse hole. If the beer can 
is all that its sponsors hope, then Crown 
Cork will pounce with its steel-based, 
aluminum-coated can in the hope of 
obtaining some of the business. 

It does not seem, however, as if the 
can had much to fear from these others. 
The convenience of the can is obvious 
and the price nicely poised at the point 
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to yield maximum profits, while dis- 
couraging competition from other ma- 
terials and other would-be can com- 
panies at one and the same time. This 
is why we referred to the can com- 
panies’ profit margin as being “happily” 
fixed. The very handsome earnings 
regularly turned in by the big manu- 
facturers of cans is only attainable with 
a perfectly tremendous volume of busi- 
ness. In order to get one’s three-tenths- 
of-a-cent, or thereabouts, profit per can, 
one has to make cans—and we mean 
make cans. Half-a-billion a year might 
be enough, although American Can 
probably makes well over ten times 
this amount. Thus, a little fellow start- 
ing up in the can business in the hope 
of attaching some of the $20,000,000 
clear profit made by American Can 
last year, or some of the $13,000,000 
garnered by Continental Can, would 
find rapidly that actualities fell far 
short of promise. He would rrobably 
end up by being thankful that the big 
fellows do hold prices so steady and 
settle down to be satisfied with what 
local business he can obtain. 


Holding On to Customers 


But even with the advantage of little 
or no freight to pay, he might well be 
disappointed with his business. By and 
large, can buyers are a conservative 
breed. Continental Can has had the 
Campbell Soup business—as nice a 
single slice of the market as one could 
hope for—since the very early 1900s. 
Perhaps the main reason why the cus- 
tomer of a can company sticks is that 
there is no particular reason for him 
to make a change. Prices are the same, 
quality is the same, except possibly for 
part of the lithographed “general line” 
cans, while by and large there is little 
to choose in the service offered. In 
addition, there are other reasons why 
a customer, once safely in the fold, is 
most apt to stay there. It is common 
practice for the packer or other con- 
sumer to contract for his requirements 
as much as three years ahead. Another 
thing: the user of cans has to have 
something with which to close them 
and, to meet this need, the can com- 
panies have devised machinery which 
is rented out on a royalty basis. The 
royalties charged are extremely reason- 
able, while the machinery and its func- 
tions are covered with liberal guaran- 
tees. Theoretically, an American Can 
can will work fine in a Continental 
Can machine and vice versa, but any- 
one doing this would lose his guaran- 
tees and would be put to the trouble 


of shifting closing machinery to regain 
them. 

American Can and Continental Can 
do a very similar business, in a very 
206 


similar manner, by means of a very 
similar capital set-up. There is, how- 
ever, no public interest in National 
Can, except as it is part of the parent 
company McKeesport Tin Plate. And 
the latter is different in one very im- 
portant respect from American Can 
and Continental—it is an integrated 
organization, whereas the other two 
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tinental make a single sheet of their 
own tin plate; McKeesport Tin Plate 
on the other hand not only turns out 
enough tin plate to satisfy National 
but possibly sells as much as three times 
this amount to outside customers. 
The manner in which the tin con- 
tainer business held up during the 
whole course of the depression was 
truly remarkable. Consumption of tin 
plate in 1933 was only a fraction of 
one per cent below the peak of 1929, 
while last year new high records were 
established. During 1933, more steel 
went into tin containers than was 
used by the building industry or the 
railroads-—a consumption unsurpassed 
except by the automobile. Last year, 
containers accounted for more than 
814% of all the steel used in the 
country and, while this was a smaller 
proportion than the quantity taken dur- 
ing the previous year, in amount it 
was higher than ever before. It is a 
pretty feature of the can business—at 
least to the manufacturers of these con- 
tainers—that food packers which are 
by far the greatest consumers of cans 
have to buy them in quantity every 
year, no matter how much moncy they, 
the packers, lose. Hence, all the can 
maker has to do is to keep his price 
at a remunerative level and read about 


the depression in the daily papers. 

This is not to say, of course, that 
there was absolutely no decline in the 
can manufacturer's earning power. The 
decline was roughly 50% between 
the peak years of 1929/1930 and the 
depths of depression in 1932. Ameri- 
can Can, however, paid its regular $4 
a share dividend all through, merely 
omitting the customary year-end extra 
of $1 in 1932 and 1933. Continental 
Can, whose regular dividend was $2.50 
a share prior to the debacle never paid 
less than $2.12!4. a share in any one 
year. McKeesport Tin Plate’s regular 
$4 dividend was never in any danger, 
although at the worst the company 
omitted the extras which were distri- 
buted in 1930 and 1931. 

This is a very fair showing and un- 
like the chain groceries and packaged 
foods which did so well during the 
hard years and are now experiencing 
some tougher sledding, the can makers’ 
income is back to boom-time levels, or 
nearly so. For last year, American Can 
reported a net income of $19,500,000, 
against the peak of $22,900,000 estab- 
lished in 1930. For the more recent 
period, earnings were equivalent to 
$6.72 a share of common stock, com- 
pared with $5.04 a share in 1933. 
American Can makes no interim re- 
ports, so that concrete evidence of the 
company’s progress this year is not 
available. It is believed, however, that 
this year’s reported earnings may fall 
a little short of last year’s showing, 
because of the fact that in 1934 net 
income was exceptionally favored by 
the purchase of large supplies of tin 
plate at very advantageous levels. 


Earning Power 


In 1934, Continental Can contrived 
to lift its earning power even higher 
than the previous all time record peak 
established in 1929. Net income of 
$10,700,000 last year (after setting 
aside $500,000 for a possible decline in 
inventory prices) was equivalent to 
$4.02 a share on each of the shares 
outstanding at the end of the period 
While this was somewhat less per share 
than was reported for 1933, a 50% 
stock dividend accounts for the discrep- 
ancy. For the year to September 30, 
1935, Continental Can’s earnings made 
another new high, equivalent to $4.23 
a share of common stock, a showing so 
satisfactory that the annual dividend 
basis was raised from $2.40 a share to 
$3 a share 

In 1934, McKeesport Tin Plate earned 
the equivalent of $6.19 a share of com 


mon stock, or considerably less than 
the record of $8.34 a share shown for 
1930. The reason why McKeesport 
has seemingly recovered less than 
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American and Continental is to be 
found in the tin plate price situation. 
Remember, McKeesport is more of a 
tin plate maker than it is a can maker 
and the fact that American and Con- 
tinental were enabled to profit in no 
inconsiderable manner by purchases of 
cheap tin plate is indication enough 
that conditions were not wholly favor- 
able to the seller of such, McKeesport. 
This year, however, with the price of 
tin plate up to $5.25 a box, and steady 
there, McKeesport has begun to hit its 
stride again. For the first half of 1935, 
earnings were equivalent to $3.46 a 
share of common stock, and compared 
with $2.78 a share for the first half 
of 1934. 


Strong Financial Position 


While still on the subject of finance, 
it might be well to make the point 
here that all three can companies pre- 
sent balance sheets to gladden the heart 
of the most conservative. Both Ameri- 
can Can and Continental Can possess 
working capital which might appear to 
an outsider to be handsome rather than 
adequate, while that of McKeesport is 
at least the latter. All three companies, 
moreover, are completely free of funded 
debt. In the case of Continental Can, 
the 2,665,191 shares of common and, 
in the case of McKeesport, the 300,000 
shares are the sole capital liabilities. 
American Can has outstanding 412,333 
shares of 7% preferred of $100 par 
value ahead of its 2,473,998 shares of 
common. 

While it would be hard to find a 
major division of industry in a better 
fundamental position at the present 
time, than the can manufacturers, one 
must accept the likelihood that the sale 
of packers’ cans during the coming year 
is likely to prove less than in the 
period we are just completing. In this 
connection the Department of Agricul- 
ture recently said: “The total pack in 
1935 probably will be close to the rec- 
ord high pack of 1925. Although stocks 
of canned vegetables in canners’ hands 
at the end of the 1934/35 marketing 
season were unusually small, the total 
supply (pack plus carry-over) will ap- 
proach the large supplies of 1925/26 
and 1930/31. The total supply of the 
four major canning vegetables—toma- 
toes, sweet corn, green peas and snap 


beans—comprising 85% of the total 
acreage—is estimated at 84,700,000 
cases, basis 24 No. 2 cans, compared 
with about 85,000,000 cases in 1930 
and compared with an average of 61,- 
740,000 cases for the four-year period 


since 1930." Going on to 
that the increase in consumer buying 
power is likely to accelerate the con 
sumption of canned vegetables this year, 


sugyest 
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the Department concludes despite this 
that “stocks on hand at the end of the 
season will be much larger than stocks 
in any of the last three seasons and 
will equal the burdensome stocks on 
hand at the end of the 1930/31 and 
1931/32 seasons.” 

Although large stocks of canned vege- 
tables on hand will not ipso facto re- 
sult in a smaller demand for packers’ 
cans, the probabilities are that they 
will. In this case, Continental Can 
with some 70% of its business in this 
field would be relatively harder hit than 
American Can with but little over half 
its business in packers’ cans. However, 
canning crops, up one year and down 
the next, do not really affect by their 
variations the fundamental outlook for 
the can companies. The long term 
trend in the demand for packers cans 
has been up and should continue so. 


The General Line 


Moreover, it is to be remembered 
that a continuance of business improve- 
ment will lift the consumption of gen- 
eral line cans—and this, aside from 
the fact that new products are con- 
stantly entering the canned goods field. 
It was not long ago that the idea of 
distributing lubricating oils in cans was 
brand new and now scores of oil com- 
panies are employing this method to 
the estimated tune that more than a 
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quarter of the oil sold is in cans. In 
this connection, Continental Can’s gen- 
cral sales manager recently said that his 
company this year will turn out at least 
30% more cans for oil than were made 
last year. He went on to state that 


The most significant development in 


this field has been a recent strong trend 
toward the selling of canned oil at a 
25-cent competitive price. When the 
new packaging method was introduced 
three years ago, the use of cans was 
restricted generally to the premium oils. 
For that reason most large companies 
did not at once enter the market. In 
the past year, however, many of the 
leading refiners have adopted the tin 
container and today there are only two 
concerns of impressive size which do 
not use cans for part of their distribu- 
tion. This increased use has also been 
cue in part to the perfection of high- 
speed filling machines. Until recently 
cans could be sealed much faster than 
they could be filled. 

This year, both American and Conti- 
nental commenced supplying cans for 
beer, the latter offering a can with a 
crown cork closure as is used in the or- 
dinary bottle. Although beer cans are a 
potential rather than actual source of 
important earnings at the present time, 
it must be admitted that there certainly 
are possibilities in the idea, even with 
the aluminum coated can on the hori- 
zon. Another thing, the can companies 
evidently are not going to sit by and 
see someone else enter a new field, or 
hold an old one, even if it means their 
going outside the realm of tin cans. 
American Can, for example, is in the 
paper container field, supplying con- 
tainers to milk concerns for distribu- 
tion through delicatessen and grocery 
stores. Here again there are possibilities 
of great expansion, despite the likeli- 
hood of meeting the keenest of com- 
petition. 


Conclusion 


New uses for cans and other con- 
tainers undoubtedly is a factor of ma- 
jor importance in the longer-term out- 
look for the can companies. Possibly, 
however, it is on the nearer term out- 
look that greater interest centers. Here, 
it is a question whether the not par- 
ticularly brilliant prospect for packers’ 
cans will be offset by the expected in- 
crease in the sale of general line con- 
tainers. The automobile industry has 
reason to look forward optimistically 
to 1936 and if its hopes are substan- 
tiated it will mean greater sales of 
canned lubricating oils. At the same 
time, great things are expected of con 
struction, especially residential con 
struction, which will result in larger 
sales of paints and varnishes, perhaps 
the mest important field of all for gen 
eral line cans. For many other less im 
portant uses, the prospect is equally 
favorable. All in all, the can companies 
should give a very fair account of them 
selves next year—as has long been their 
custom 
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Homes for 252 Families Going Up in St. Louis 


For the first time this year, 149 
Class 1 roads reported that for Septem- 
ber they had managed in the aggregate 
to cover fixed charges. Such news, 
coupled with the fact that carloadings 
continue to run substantially ahead of 
last year, accounts for the recent 
strength in the rail stocks. 


* * * 


The coppers look as if they just don’t 
want to go down. Apparent reasons: 
the great reduction in stocks and rumors 
that the price of the metal shortly will 
be given another boost. 


* * * 


Newcomers to the Big Board 


Note the new companies that have 
just been listed on the New York Stock 
Exchange. The improvement in mar- 
ketability which comes from listing on 
the Big Board frequently results in price 
enhancement after a switch from a 
smaller exchange is made. Among the 
newcomers are: 

Distillers-‘Corp. Seagrams 
Compania Swift Internacional 
Holly Sugar 

Allied Mills 

Paraffine Companies 
Waukesha Motor 


x oe x 
Taxes and Profit-taking 


The case of a large holder of Chrys 
ler illustrates why rich men have not 
been disposed to accept profits in this 
market, thus facilitating the rise in 
the speculative leaders. If this man 
sold, at 90, a block of stock that aver- 
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ably would have reached 100 to 1 had 
not the panic intervened. The new 
war cry has to do with the proper re. 
turn on representative common stocks, 
It has been decided, by the talent, of 
course, that good common stocks should 
sell to yield an average of no more than 
3%, compared with a prevailing ay 
erage of about 4.25%. And when— 
rather, if—that objective has been at- 
tained, the rate of proper return will 
doubtless be reduced to 2%, and so on 
ad infinitum. 


* * 


Changing Sentiment 


Bankers who keep in close touch with 
conditions in the Middle West are tre- 
mendously impressed with the change 
in public psychology. The spirit of 


For Profit 


aged him approximately 40, he would 
have to pay to the Government a tax 
equal to 50% of his profit. Conse- 
quently, if he wanted to replace his 
stock, in order to merely break even he 
would have to buy it back at an aver- 
age of 65. 
* ok * 


Some 200,000 pounds of Monel metal 
are destined for the roofs of the New 
York Public Library and the Pennsyl- 
vania Station. Such roofing material, 
it is said, will last 300 years. A nice 
piece of business for International 
Nickel. 


The Variable Times Earnings 
Ratio 


It is difficult to conceive of a bull 
market lacking a war cry to intrigue 
the speculative mind. In the lamented 
boom preceding 1929 it had to do with 
the number of times annual earnings 
at which a well regulated common stock 
should sell. In the early stages of that 
rise it was decreed by the talent (un- 
kind persons subsequently called them 
the lunacy brigade) that the proper 
ratio of common stock prices to earn’ 
ings was 10 to 1. Later the ratio was 
fixed at 15 to 1, then it was stepped up 
to something like 30 to 1, and prob- 


submission to defeat has completely 
evaporated. People have regained con: 
fidence not only in themselves, but in 
the future as well; and instead of pinch 
ing their dollars are again spending 
normally. In this connection, the ap- 
preciation in security values has been 
a mighty factor, restoring fortunes that 
had at one time almost reached the 
vanishing stage. 


* * * 


Lagging Brokers’ Loans 


One of the amazing features of this 
market has been the comparatively un: 
important increase, to date, in brokers’ 
loans. Large wire houses continue to 
report a very heavy percentage of cash 
business. A firm that does at least 
5% of the daily turnover on the Stock 
Exchange reports that its loans are now 
at the lowest level since 1929. Con’ 
sidering the extent of the rise in prices, 
and the fact that this firm represents 
a fair cross-section of the general pub 
lic, a showing of this character is noth 
ing less than extraordinary. 


* * 


Interests who have been heavy buy’ 
ers of Collins & Aikman are confident 
that earnings for the current fiscal year 
will be at least $5 a share. Its tape ac’ 
tion suggests that the stock is likely to 
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become one of the new speculative 


leaders. 


Detroit expects that the statements 
of most of the automobile accessory 
companies for the fourth quarter will 
make brilliant reading, to be followed 
if indicated public buying of motor 
cars materializes, by excellent showings 
for the first quarter of 1936. It is 
doubtful if this group, generally speak- 
ing, has as yet exhausted its specula- 
tive possibilities. 


* * 
Some say that Youngstown Sheet & 


Tube possesses a greater earnings lev- 
erage than any other steel stock. 


job with the kitchen sink. And Briggs 
Manufacturing, having done pretty 
swell with auto bodies, has turned bath- 
room beautician, as a sideline. 


Despite the difficulties incident to po- 
litical oppression, the utility industry 
has been able to take advantage of low 
interest rates to the extent of about one 
billion dollars of bond refunding since 
the first of the year. The next step, it 
is believed, will be to call some of the 
high grade preferreds paying 6% and 
7% and replace them with issues car- 
rying a lower dividend. 


If President Roosevelt really believes 


and Income 


An increase in the Raybestos-Man- 
hattan dividend early next year is re- 
garded as almost a certainty. 


* * & 


More than one of the minions of 
capitalism would be willing to pay good 
cash for a ringside seat at the spectacle, 
if he could believe the Washington dis- 
patches that President Roosevelt is 
pondering the advisability of pulling a 
pair of heavy hobnails from his well- 
known hat and applying the same to 
the intellectual posteriors of Professor 
Frankfurter’s brilliant youngsters. 


* * &* 


The largest profits of the next phase 
of the rise will likely be in stocks that 
heretofore have played a secondary 
part. The trick will be to discover 
those issues that in the coming months 
will have the benefit of outstanding ex- 
pansion of earning power. 


* * * 


Anent Building 


The Administration’s insistence on 
lower mortgage interest rates is clearly 
designed to promote house-building. 
And the manufacturers of home equip- 
ment are co-operating to the utmost, 
even to the extent of supplying eye-in- 
ducement. American Radiator, for in- 
stance, has not only streamlined the 
bathroom, but is now doing an artistic 
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that the banks are unnecessarily hesi- 
tant about making loans, he ought to 
consult a few of the weary vice-presi- 
dents who have had hoofing assign- 
ments to find eligible, and willing, bor- 
rowers. 


* * 


Paramount 


The new Paramount 
stock is now a good three 
points under its high of 
$12 a share, despite pros- 
pects that are basically fa- 
vorable. Apparently, this 
has been caused in part by 
the published reports to 
the effect that unusual 


and non-recurring ex- 
penses entailed by the 
company in_ connection 


with the revamping of its 
organization and _ studios 
would be a heavy drain on 
earnings. Then, it is be- 
lieved that the expensive 
picture “The Crusades” 
did not meet with the pub- 
lic approval for which the 
management was hoping. 
All this, however, does not 
alter the more favorable 
aspects of the company’s 
longer-term outlook. For 
the long pull it should be 
a profitable holding. 





A Building Accessory 


Much talk is heard about a boom in 
building and it is far from baseless, too. 
In the event that there should be a 
great increase in building activity, Yale 
& Towne is among the companies 
which would be greatly benefited. This 
company is an old, well-entrenched 
organization engaged in manufacturing 
locks, building hardware, hoists, etc. 
Output is marketed under the trade-. 
name “Yale”. For the first nine months 
of this year, the company reported 
earnings equivalent to 35 cents a share 
of common stock, compared with the 
equivalent of only 12 cents a share last 
year. While the stock at $33 a share, 
the present price, is certainly not cheap 
on the basis of current earnings, it 
must be admitted in the case of Yale & 
Towne that the favorable prospect is 
more than usually well defined. The 
present dividend is 60 cents a share. 

* 


Efforts to obtain some of the lush 
automcbile financing profits are becom- 
ing more widespread. In New York, 
the Morris Plan Bank is entering the 
field with a deferred payment plan 
which it claims is even easier on the 
buyer than the usual financing and 
insurance costs 


Permission from I C C to lower 
freight rates on citrus fruits should help 
Atlantic Coast Line and others in 
combating truck competition. 


Paramount Photo 


Taking a Scene for “The Crusades” 
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q Steel Operations Ave at Twice the Rate at This Time Last Year. 


q What's Behind the Improvement? Can the Pace Be Maintained? 


A Realistic View of the Steel 
Outlook 


By C. L. SmMaLLwoop 


O doubt about the great 
improvement registered 
this year by the steel 

industry. Today the Iron Age 
shows ingot output to be run- 
ning in the neighborhood of 
55% of capacity, whereas at 
this time a year ago the rate 
was 28%. The average for 
1935 to date is ten full points 
better than last year. Such 
betterment on the part of an 
industry as important to the 
general welfare as this has 
naturally generated consider- 
able enthusiasm. It must be 
remembered, however, that 
while there have always been 
two steel industries—the heavy 
and the light—it was never 
more necessary to distinguish 
clearly between them. 

It is to light steel that prac- 
tically all the gain made must 
be credited; heavy steel still 
lags. The improved demand 
for steel has come from the 
automobile industry, from the 
refrigerator and other house- 
hold equipment manufactur- 
ers, from tin plate mills, from 
makers of miscellaneous ma- 
chinery and others. On the 
other hand, the deraand for railroad and structural steels, 
pipe and other heavy steels continues subnormal. 

The bright outlook for light steels can hardly be ques- 
tioned, but the industry as a whole can attain nothing better 
than a palid prosperity without a sharp improvement in the 
other division. This is not to say, of course, that there will 
not be individual companies doing very well for themselves 
and their stockholders—such companies as National Steel, or 
American Rolling Mill, for example. It does mean, how- 
ever, that unless the demand for heavy steel improves 
greatly, the stockholders of such companies as United States 
Steel, Bethlehem Steel and Jones & Laughlin will have 
to be patient concerning a return on their invested capital— 
and this, despite the fact that these companies which are 
predominantly makers of heavy steel are catering also to the 
light demand to an increasing extent. 
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Courtesy, Bethlehem Steel Co. 





A Bloom on the Way to the Rolls 


Because of its vital impor- 
tance to the stockholders of the 
heavy steels, it 1s proposed to 
see exactly what chance there 
is of gains in this division of 
the industry. Prior to the 
boom era which commenced in 
1926 and ended with such a 
reverberating crash in 1929, 
the railroads were the greatest 
consumers of steel. In 1927 
they were passed by building 
which has led them in every 
year since. While the heavy 
steels can be thankful for what 
demand there is for their out- 
put on account of bridge build- 
ing, highway construction, 
shipbuilding, pipe laying and 
the like, they must neverthe- 
less look to their two best cus- 
tomers of bygone days for ma- 
jor improvement. 

Fundamentally, the building 
outlook is extremely good, for 
construction activity has been 
subnormal now for five, six of 
more years. There are short- 
ages in almost every line, resi- 
dences, apartments, hotels and, 
in some parts of the country, 
plant space. Office space is 
about the only division show- 
ing ample vacancies. Yet, what should be a clearly defined 
favorable prospect is obscured by politics. 

There seems to be only one division of building that is mak: 
ing important headway in the face of these political obstacles. 
This is residential construction, unfortunately, the division 
using least steel. It is true that there is a trend towards steel 
framing in houses, towards steel kitchen cabinets, but the 
demand for steel which results from an increase in residential 
construction will fall into the light, not the heavy, cate: 
gory, and it is with the latter that we are primarily 
interested. 

At this point it would be logical to inquire, why, if there 
is such a shortage of houses and this is now in process of 
being remedied, new apartment houses are not being raised 
in greater number—something requiring structural steel? 
Apartment building, of course, is being carried on 
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throughout the country, but 
it is not going ahead as 


fast as it should because 
of the uncertainties which 
Washington has injected in- 
to the situation. The Gov- 
ernment’s “low-cost” housing 
plans are the specific diffi- 
culty. In the first place, 
these are always fought by 
every real estate interest in 
the neighborhood which self- 








Companies 


Company 
Allegheny Steel... . 
American Rolling Mill 
Bethlehem Steel. ..... 
Gulf States Steel....... 


Inland Steel........... ; 


Among the Important Steel 
| 











ishly, albeit humanly, see in 
the Government's housing, 
damage to their own hold- 
ings. Thus, the Government 
projects usually get under 
way slowly. In the second 
place, until rentals are an- 
nounced and the effect of a 


Jones & Laughlin Steel. . 
National Steel........ 
Otis Steel....... 

Republic Steel....... 
United States Steel... 
Wheeling Steel........... 
Youngstown Sheet & Tube. 





a ee theless hundreds of millions 
of dollars easily could be well 
spent on replacements and 
modernization, to say nothing 
of what they might be called 

peep yA teed upon to expend for expan- 
1935 1934 ‘sii sion. So here is another po- 
0.94 0.7% 88 tentially rich market for 
1.71 0.80 20 heavy steels, but which is 
Nil Nil - | being largely denied them 
Nil ai 2 | because of political develop- 
ments. 
pons aie ," Having shown that in pri- 
3.99 2.12 78 vate construction there is a 
0.90 Nil pa large potential, albeit small 
0.29 det 29 actual, demand for heavy 
def det s steel, it is only fair to point 
1.39 Nil 30 out that the Government's 
Nil def 33 own projects offset at least 
to some extent this regret: 
— ma table situation. Washington 











project ascertained, private = 
initiative in the district has 
received a paralyzing blow. 

Taxation is another adverse factor. With city, county 
and state governments merrily following the lead of the 
Federal Government in piling up deficits, private capital 
naturally hesitates to enter a field which seems so clearly 
destined to be the recipient of further unkind attention on 
the part of the tax collector. Similar uncertainties are 
retarding plant expansion. Rightly or wrongly, and “breath- 
ing spell” or no, business still feels that it has an enemy 
in the present Administration. Business does not yet know 
where it stands in relation to a number of reform measures 
already law and fears that more may be pending; it is 
uncertain about money, about taxes and about labor. In 
the face of this, private enterprise has carried out quite a 
little plant expansion and modernization and undoubtedly 
will do more, but this is a field that is still far from fulfilling 
its promise. Whether it does so in the future depends upon 
an alleviating of the present political uncertainties and a 
continuance of the business improvement. 

So far as the utilities are concerned, their expansion has 
been checked, not only by the general uncertainties, but 
by those that 
have been specifi- 
cally directed at 
them, and them 
alone. They are 
threatened with 
Federal regulation 
on one side, 
lower rates on 
another, higher 
taxes and in- 
creased costs. Yet, 
here is the output 
of electric power 
at an all time 
high and very lit- 
tle extra capacity 
and facilities 
added during the 
past six years. 
Although the 
utilities did not 
defer mainte- 
nance during the 
depression to the 
same extent as the 
railroads, never- 
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Courtesy, Inland Steel Co. 





Where Steel Rails Are Turned Out 


has built, is building, or has 
plans to build, bridges, dams and post-offices all over the 
country. Modern highways have taken, and will take, 
much steel. Recently, it was reported that the estimating 
departments of structural fabricators were swamped with 
the attempt to submit bids on Government-sponsored pro- 
jects by December 15. Then, there is the Government's 
plan to build the navy up to full treaty strength—a program 
that should prove, naturally, of considerable benefit to the 
heavy steels. 

Unfortunately, however, the present Administration has 
stifled more than it has stimulated, at least so far as the use 
of structural steel is concerned. It can spend billions of 
doilars on construction and run the Federal deficit sky high, 
but all its efforts are but a drop in the bucket compared 
with what private enterprise could do, and would do, given 
favorable opportunities. 

In some respects the railroads are better prospective 
customers for the maker of heavy steel than the various 
divisions of the building industry. It is true that they are 


subject to more governmental interference than any other 
business. 


The Government's attitude, however, is not a 
vindictive one, as 
towards the utili- 
ties; it would like 
to keep the rail- 
roads in business, 
and in private 
hands. There is, 
of course, the 
matter of the In- 
land Waterways, 
exemplifying Fed- 
eral competition, 
but such compe- 
tition is not the 
general threat to 
the railroads that 
municipally- 
owned power 
plants are to the 
utilities. Thus, so 
far as the amount 
of fear generated 
by Washington is 
concerned, the 
railroads are 

(Please turn to 

page 234) 
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Merchandising Companies Stimulated 


by Wave of Public Buying 


Season Favors Selected Issues 


N merchandising this is the golden 
season of the year and for the best 
situated branches of merchandising 

the best season since 1930. It is an 
appropriate season to analyze the posi- 
tion and prospect of leading companies 
in this field. 


Merchandising is an enore = —____ 


By Warp GaTEs 


and a small percentage of mark-downs, 
rapid turnover and large sales volume. 

Variety chains range from those of 
the Woolworth type to the junior de- 
partment stores like Kresge and Grant, 
all relying on rapid turnover of neces- 


many price ranges, is burdened by ser- 
vice expenses, faces the risk of sub- 
stantial mark-downs as a result of style 
or price mistakes, and with all must 
compete in many products with other 
merchandising enterprises which through 

specialization operate at low- 

er costs. Nevertheless, the 





mously broad word, covering 
everything from a village gen- 
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NT STORE SALES 


present trend of rising con- 
sumer purchasing power, to- 
gether with firm or gradually 








eral store toa giant mailorder || 90 
concern or a far-flung variety 
chain. Hence generalization 
is useless or even misleading; 
and the first step involved in 
intelligent speculation or in- 
vestment in such enterprises 
is a clear understanding of 
the special characteristics of 
each. 

In listed merchandising se- 
curities one has a choice or 
choices among department 
stores or department store 
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rising prices, is in favor of 
the department stores. 
Specialty chains and drug 
store chains in most instances 
conform fairly closely with 
the trend of aggregate retail 
volume. Food chains, featured 
by intense price competition 
| and consumer resistance to 
| rising prices, are in the least 
favorable position of all. 

















For the reasons above out: 
lined, the prospect seems 
brightest for the mail order 
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and general merchandise en- 
terprises. Second in attrac: 
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variety chains, grocery chains, 
drug store chains, etc. More- 
over, some enterprises overlap in two 
or more of these branches, with Sears, 
Roebuck, for example, being a mail 
order company and a general merchan- 
dise chain and even approaching the 
department-store field in various of its 
larger stores. 


Most Favored Group 


Under present conditions the most 
favorable position is occupied by the 
mail order and general merchandise or 
apparel enterprises of the type of Sears, 
Roebuck, Montgomery Ward and J. 
C. Penney. All are closely geared to 
the variations in mass purchasing power 
and especially responsive to the trend 
of farm income. All rely mainly on 
necessity or semi-necessity goods and 
have the advantages of large scale pur- 
chasing, standardized operating meth- 
ods, low operating costs, low mark-ups 
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sity or convenience items within a 
maximum price range. This field of 
merchandising experienced much less 
decline in depression, both in sales and 
profits, than did mail order, general 
merchandise and department store en- 
terprises, but is correspondingly back- 
ward in recovery. Its dollar volume 
last year, for example, was up only 
9% over that of 1933, against 25% 
gains in mail order sales, about 20% 
in general merchandise chains and 
13% in department stores. These rela- 
tionships are not importantly changed 
this year, though all groups are show- 
ing gains over 1934. 


Consumer Purchasing Power Rises 


The average department store is an 
aggregation of specialty shops, occu- 
pies an expensive location, is forced 
to carry a wide assortment of goods in 


tion we would place well 
situated department stores or 
department store chains, for—despite 
the inherent drawbacks in this field— 
the increasing demand for luxury or 
semi-luxury goods that can be antici 
pated as recovery proceeds should bene- 
fit still depressed earnings materially. 
On these premises this article herewith 
will turn briefly to four leaders in 
these two general fields of merchandis- 
ing: namely, Best & Co., R. H. Macy 
& Co., Sears, Roebuck and J. C. Penney. 


Best’s Earnings Rising 


Best & Co., in its main store, subur- 
ban branches and branches in resorts, 
is really a super-specialty house, rather 
than a department store in the ordinary 
sense, and features especially women’s 
and children’s apparel of the quality 
type, thus finding the majority of its 
customers among the medium an 
higher income classes. 
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Seemingly, such an enterprise should 
have been peculiarly vulnerable to deep 
and protracted depression but, on the 
contrary, proved to be one of the few 
in this field able to ride out the economic 
storm without going into the red at 
any time. Thus, it was able to earn 
$1.05 per share on its common stock 
in 1932, as against $4.20 in 1929. 

Moreover this luxury or semi-luxury 
concern participated fully and promptly 
in the general recovery of the past 
three years, earnings rising to $2.33 
per share for 1933 and to $3.14 per 
share in 1934. For the first half of 
the present year net was $1.40 per 
share, as compared with $1.15 per 
share in the first half of 1934. Since, 
roughly, two-third of Best profits are 
made in the second half-year, it ap- 
pears not improbable that 1935 profits 
will approximate or moderately exceed 
$4 per share and thus compare favor- 
ably with the earnings of 1929 and 
1930. 

It need hardly be said that such re- 
sults reflect avoidance of over-expan- 
sion in the boom years, excellent man- 
agement and close control of operating 
expenses, together with the apparent 
ability to obtain favorable mark-ups in 
quality goods. Thus the gain of some 
20% in profits for the first half of this 
year was on a Sales gain of only 1.4%. 
For this period profit margin per dollar 
of sales was approximately 6.9%, as 
compared with approximately 5.7% 
for the first half of 1934. For 
the full year 1934 profit mar- 


ually a fairly good indicator of the 
trend of affairs in such a company and 
a rise of around 27 points in the stock 
this year—the greater part of it occur’ 
ring after the Supreme Court nullified 
the N R A—can probably be taken as 
reflecting at least a moderate change for 
the better in Macy’s position and pros- 
pect. 


Position of Macy 


For the fiscal year ended last Feb- 
ruary 2 consolidated sales totalled $118,- 
211,000—of which the parent store 
contributed $78,703,000 — against 
$112,671,000 in the preceding fiscal 
year. Increased operating costs, due 
partly to N R A restrictions affecting 
both buying and selling operations, re- 
stricted profit, however, to $2,926,705, 
against $3,034,622 in the preceding 
year, or $1.95 a share on the 1,501,613 
shares of common stock, as compared 
with $2.02. 

Reflecting purchase of the Bamberger 
store and expansion of other facilities 
late in the boom period, capital assets 
of Macy’s have increased approximately 
215% over the past five or six years. 
The company has yet to attain com- 
mensurate return on this enlarged in- 
vestment as is clearly suggested by a 
profit per dollar of sales of less than 
3% last year. Maximum earnings of 
$5.79 per share were shown in 1929. 
Since the company’s financial position 





Sears, Roebuck is the world’s biggest 
seller of general merchandise and has 
displayed notable managerial ability 
both in maintaining volume and deriv- 
ing reasonable profits therefrom. This 
company was hit hard by the depres- 
sion. It had some mistakes of its own 
to liquidate, and it had not by any 
means mastered its relatively new role 
of being both a giant mail order con- 
cern and operator of an extensive chain 
of general merchandise stores. 

The troubles incident to depression 
and necessary operating adjustments, 
however, are now water over the dam. 
On the present evidence it appears 
likely that Sears, Roebuck sales this 
year will approximate $400,000,000, 
that the profit margin will be around 
5 cents per dollar of gross sales and 
that earnings will be in the vicinity of 
$20,000,000 or slightly more than $4 
per common share. This showing, with 
respect both to sales and earnings, 
would be the best since 1929. 


Recovery of Sears, Roebuck 


It need hardly be observed that, with 
prices of goods well under the levels of 
1929, a dollar sales volume within 
10% of that of 1929 means a record 
high physical volume this year. The 
reasons that make possible such a show- 
ing are naturally of interest. That the 
company has benefited greatly from 
recovery in mass purchasing power and 
from materially increased 
farm income goes without 








gin was 7.6%. 
Aside from a small real 


saying — but consumer pur- 
chasing power and farm in- 
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estate mortgage and $204,700 80 
in 6% preferred stock held 
by employees, capitalization 
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six to one. Since current 
earnings appear to be around 
twice the regular dividend of 
$2 a year, this equity is not 
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of general economic changes 
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ume of increasing use of 











automobiles and of better 





article of merchandise in 
every price class, concentrat- 
ing on huge volume and a cash policy 
in its parent store and operating in 
addition the great Bamberger store in 
Newark, N. J., and units in Atlanta, 
Ga., and Toledo, Ohio. 

Unfortunately for the investor, 
Macy does not issue interim statements, 
so that it is impossible to follow closely 
the fluctuations in its volume and pro- 
fits. The stock market, however, is us- 
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is sound, the present $2 dividend may 
be considered reasonably secure. The 
income yield on present quotations 
around 57 is about 3.5%. Given full 
economic recovery, undoubtedly Macy 
earnings will improve substantially, but 
whether over the near future they will 
prove to be in line with the stock’s 
present market price is open to some 
doubt in the absence of interim reports. 


highways. That it likewise 
proved an effective offensive move is 
suggested by present record physical 
volume of goods sold, of which the 
Sears, Roebuck stores contribute about 
half. 

As long as the trend of national in- 
come and of commodity prices is up- 
ward, the prospect for Sears, Roebuck 
will be favorable. It is not improbable 

(Please turn to page 230) 
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Six Stocks With Major Improvement 
Ahead 


Weston Electrical Instru- 
ment Corp. 


Physically, the Weston Electrical In- 
strument Corp. is compact rather than 
large, while financially, the company’s 
modest capitalization has enabled it to 
develop fairly sizable earnings for its 
shareholders. True the company has 
felt the restricting effects of general 
business depression but under normal 











Earnings Per Share 

1st 9 Mos. 1st 9 Mos. Recent 
1935 1934 Price Div. Yield 
$0.64 $0.25 $27 None 








conditions, operations were satisfactori- 
ly profitable and currently earnings are 
again showing an upward trend. 

The company’s field is a specialized 
one, manufactured products including 
more than 600 various types of measur- 
ing instruments such as voltmeters, am- 
meters, wattmeters, instrument trans- 
formers, radio parts, etc. Weston prod- 
ucts have long been specified as stand- 
ard equipment by many electrical, pub- 
lic utility, radio, aviation and other 
important industries, and their prestige 
is practically worldwide. Although 
manufacturing operations are concen- 
trated in a single plant, located in New- 
ark, N. J., the company’s sales outlets 
embrace the entire United States, as 
well as many foreign countries. 

The company has no funded debt, 
capitalization being made up of 34,376 
shares of class A stock and 160,583 
shares of common stock. The class A 
shares are entitled to cumulative divi- 
dends at the rate of $2, annually and 
participate with the common in all divi- 
dends paid in excess of $1 on the latter. 
Although no dividends were paid on 
the A shares from January, 1933, to 
January, 1934, all accumulations have 
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Favorably Situated Companies 
in Industries Now on the Upgrade 


By Grorce W. Matuis 


since been liquidated. Dividends on the 
common have not been paid since 1931 
but recent earnings give weight to the 
possibility that payments may be re- 
sumed early next year. 

In the first nine months this year, 
the company reported net income of 
$154,968, equal after class A divi- 
dends to 64 cents a share for the com- 
mon stock. These results compare 
with 25 cents earned on the common 
in the first nine months of last year, 
and 21 cents a share for the full 1934 
year. Sales this year have been run- 
ning about 15% ahead of 1934 and 
it is reasonable to assume that this 
favorable trend will be projected into 
1936, particularly as it appears likely 
that public utility and industrial plant 
construction and rehabilitation will con- 
tinue on a generous scale. This should 
enhance the demand for Weston prod- 
ucts. The company’s financial posi- 
tion is comfortable, suggesting that di- 
rectors would be in a position to give 
favorable consideration to restoring the 
common to a dividend basis whenever 
they feel that earnings and prospects 
warrant. At 27, for the common shares, 
near-term earnings are accorded liberal 
recognition, but the company’s ability 
te improve upon the recent level of 
earnings would appear sufficiently 
promising to justify speculative com- 
mitments. 


American Steel Foundries 


Heartened by the marked gain in 
carloadings in recent weeks, manufac- 
turers of railway equipment are in a 
more hopeful frame of mind than at 
any time since general recovery in other 
industrial fields has been manifest. Re- 
covery thus far has failed to encompass 
the railroad equipment industry, not be- 
cause the railroads do not need new 
equipment but because the railroads, 


handicapped by restricted trathe and 
rising costs, have been hard pressed to 
earn even their “bread and butter” re- 
quirements. It is generally agreed, 
however, that no considerable increase 
in rail trafic would be required before 
equipment purchase and repairs to roll- 
ing stock would virtually become a ne- 
cessity. By the same token, increased 
trafic would permit many carriers to 











Earnings Per Share 
1935 19384 Recent Price Div. Yield 


def. (est) d. $0.16 $23 None 
d. deficit. (est) estimated. 








make larger outlays for maintenance, 
already long deferred. 

American Steel Foundries promises to 
be one of the earliest beneficiaries of any 
improvement in the railway equipment 
industry, for the nature of the com- 
pany’s business is such that it might be 
expected to respond both to increased 
purchases of new rolling stock and re 
pairs to old. The company manufac: 
tures railroad car and tender trucks, 
clasp brakes, couplers, bolsters, brake 
beams, side frames, etc. Of secondary 
importance are such products as castings 
for heavy machinery, steamships and 
other industrial purposes. Twenty-one 
plants located throughout the country 
permit the company to render unusual: 
ly efficient service to all carriers. 

With the exception of last year, 
when the company showed a profit of 
$245,365, losses have been shown in 
each of the years subsequent to 1930. 
These losses, however, aggregated less 
than $4,000,000 and were readily ab- 
sorbed by virtue of the company’s excel’ 
lent financial position. At the end of 
1934, current assets, including more 
than $4,500,000 in cash, totalled $11, 
446,000, while current liabilities were 
less than $900,000. In the first nine 
months of this year, the company 
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showed a loss of $313,141, but better 
results in the final quarter may enable 
the company to end the year with only 
3 nominal loss. 

American Steel Foundries is modestly 
capitalized, the 970,414 shares of com- 
mon stock being preceded by only 56,- 
992 shares of 7% preferred stock. No 
dividends have been paid on the com- 
mon since 1931 and preferred dividends 
have been paid at the rate of $2 an- 
pually since early 1933. Having no 
funded debt, however, it would be a 
simple matter for the company to dis- 
charge preferred accumulations now 
amounting to $12 a share, with any 
reasonable recovery in sales and earn- 
ings. At 23, the common shares obvi- 
ously are selling on a basis to reflect the 
more promising aspects now apparent 
in the company’s outlook. But when 
it is recalled that in the eight years 
prior to 1931 the shares earned an aver- 
age of $4.75 each, the potentialities for 
ultimate restoration of equity earning 
power would not appear to be exces- 
sively capitalized. 


Allegheny Steel Corp. 


Allegheny Steel Corp. is rated a fore- 
most producer of high alloy, stainless 
and special electrical steels and is 
strongly entrenched in what many ob- 
servers regard as one of the most 
promising divisions of the steel indus- 








Earnings Per Share 


lst 9 Mos. 1st 9 Mos. Recent 
1935 1934 Price Div. Yield 
$0.93 $0.74 $28 $1.00 3.5% 








try. Alloy steels have found increas- 
ing use in many industries and products 
in recent years, having been found to 
be highly adaptable because of their 
lighter weight, attractive appearance 
and resistance to corrosion. The now 
famous “stainless steels” for cutlery and 
many other uses are in this category. 
The principal products of Allegheny 
Steel are trademarked “Allegheny 
Metal” and “Ascoloy Metal.” The 
automobile industry has been one of 
the company’s principal customers, 
other important users include the rail- 
road, electrical, chemical, building and 
cther industries. Although the com- 
pany manufactures tubing, pipes and 
other types of heavy steels, the ex- 
ceptional possibilities for increased 
use of alloy steels are counted on to 
supply the dynamic elements in the 
company’s future. 

Although not immune from the severe 
depression which occurred in the steel 
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industry, Allegheny Steel was able to 
offer much stiffer resistance than many 
of the larger companies. Moreover, 
profitable operations were promptly re- 
stored in 1933, while many of the com- 
pany’s contemporaries were still show- 
ing losses. The company’s depression 
record was aided materially by the fact 
that restricted operations were not 
forced to support a large funded debt 
The company has neither bonds nor 
bank loans outstanding and capital- 
ization at the present time is com- 
prised of 33,426 shares of 7% preferred 
stock, on which dividends have been 
paid regularly, and 610,695 shares of 
common stock. Earnings available for 
the latter issue were equal to 10 cents a 
share in 1933, followed by the equiva- 
lent of 99 cents a share in 1934. Quar- 
terly reports for the current year indi- 
cate profits equals to 93 cents a share, 
after preferred dividends, in the first 
nine months. The current showing 
compares with 74 cents a share earned 
in the corresponding months a year 
ago. The company entered the final 
quarter with a substantial backlog of 
unfilled orders and for the full year 
may show upwards of $1.10 a share for 
the common. Dividends on the com- 
mon were resumed in August, 1934, 
with a 15-cent quarterly payment and 
were advanced to 25 cents quarterly 
earlier this year. Indicated earnings lend 
adequate support to this higher rate, 
and a strong financial position not only 
gives additional assurance but suggests 
the probability that a further earnings 
gain will be accompanied by higher 
dividends or an extra. The shares, at 
28, are reasonably priced in compari- 
son with other representative steel issues 
and may be conceded well founded 
merit among common stock specula- 
tions. 


Driver-Harris Co. 


Earnings of Driver-Harris Co. have 
improved steadily since 1933 and the 
probabilities are that results for the 
current year will be the best since 1930. 
Greatly increased sales of household 
electric appliances, coupled with the 
sustained activity in the automobile in- 
dustry, should find conspicuous reflec- 
tion in the company’s sales volume and 
profits, inasmuch as these industries af- 
ford two of the largest outlets for 
Driver-Harris’ products. The company 
manufactures wire—round, flat and 
shaped—cold rolled strip and_ sheet, 
in special alloys and pure metals, and 
many forms of heat-resisting castings. 
The company is a licensee under the 
Krupp-Nirosta stainless steel patents. 

In addition to $759,000 first mort- 





gage 6's 1942, capitalization of Driver- 
Harris consists of 10,345 shares of 7% 
preferred stock and 89,170 shares of 


common stock. Recent reports have 
been circulated that the company has 
under consideration a plan providing 
for the retirement of both the bonds 
and preferred shares. The earliest date 
at which the bonds may be called, how- 
ever, is May 1, 1936, so that no action 
in this connection is likely in the near 








Earnings Per Share Recent 
1935 1934 Price Div. Yield 
$1.50 (est) $0.74 $30 $0.50 1.07% 


est.— estimated. 








future, but is a noteworthy possibility 
and one which may later enhance the 
equity position of the common stock- 
holders. The effect of the compara- 
tively small amount of common stock 
outstanding is to produce unusually 
wide variations in per-share earnings. 
For example, at the peak of the com- 
pany’s earning power in 1929, the com- 
mon earned $9.61 a share, while a sharp 
decline in sales the following year re- 
sulted in earnings of $2.07 a share for 
the common. Losses in the next two 
years aggregated about $728,000. In 
1933, common stock earning power was 
restored with profits equal to 67 cents 
a share and a moderate gain last year 
produced earnings of 74 cents a share 
for the common. In connection with 
the latter results it is significant that 
sales last year were within about $600,- 
000 of the 1930 level, but increased 
costs reduced the margin of profit to 
less than 7%. For the current year, 
on the other hand, it is probable that 
larger sales have been handled without 
a corresponding increase in costs and 
profits accordingly will be more nearly 
commensurate. Interim reports are not 
issued, but from all indications an esti- 
mate of around $1.50 a share for 1935 
appears reasonable. This year two 
semi-annual dividends of 25 cents have 
been paid on the common but an in- 
crease in this rate to conform more 
nearly with the trend of earnings may 
be expected. The prospects for a fur- 
ther substantial gain in per-share earn- 
ings and the leverage imparted by the 
small stock capitalization lend interest- 
ing speculative features to the common 
stock. Recent quotation 30. 


Flintkote Co. 


The Flintkote Co., an affiliate of 
the Royal Dutch Co., manufactures a 
diversified list of products, used princi- 
pally by the building industry. These 
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products include asphalt shingles and 
roll roofings, roof coatings and roofing 
papers, felts, chipboard, emulsified 
asphalt products and Colas asphalt road 
emulsions. Closely identified with home 
construction, the company has appar- 
ently felt the stimuls which has been 
given to residential repairs and mod- 
ernization and, to a lesser extent, the 
construction of new homes, by the ac- 
tivities of the Government in rendering 
financial assistance to home owners and 





Earnings Per Share(a) Recent 
1935* 1934* Price Div. Yield 
$1.64 $0.45 $32 $1.00 3.1% 


*40 wks. to Oct. 6. (a)Combined A and B stks. 








buyers. Although there has been some 
recovery in the building industry, there 
is little doubt that the surface of poten- 
tial demand has been more than barely 
scratched. For about five years there 
has been a practical cessation of new 
home building and repairs, because of 
impaired purchasing power and _ eco- 
nomic uncertainty, and deferred de- 
mand alone would be sufficient to main- 
tain the building industry at a high 
rate of activity for some time to come. 
There is an excellent possibility that 
this demand will be considerably ac- 
celerated next year to the benefit of 
such organizations as the Flintkote Co. 

Capitalization of Flintkote Co. is 
represented by two classes of stock, A 
and B, the former outstanding in the 
amount of 337,432 shares and the lat- 
ter, 330,614. All of the B shares are 
owned by Royal Dutch interests and 
the publicly-owned A shares are listed 
on the N. Y. Curb Exchange. The 
company has no funded debt. The 
company’s financial position at the end 
of last year was excellent. Current as- 
sets of about $6,400,000, including cash 
and government securities of $4,286, 
000, showed a ratio to current liabili- 
ties of 10 to 1. 

The company’s latest earnings report 
covers the 40 weeks to October 5, 1935, 
and disclosed net operating profits equal 
to $1.64 a share on the combined class 
A and B shares. In the same period of 
1934, operating profits amounted to 45 
cents each for the combined shares, but 
in this period non-recurring profits de- 
rived from the sale of investments in- 
creased net income to $2.11 a share. 
Exclusive of non-operating profits, net 
for the full 1934 year was equivalent 
to 82 cents a share. Results this year, 
however, may show better than $2 a 
share for both classes of stock. The 
class A shares pay dividends at the rate 
of 25 cents quarterly, which rate, how- 
ever, should be subject to increase in 
the near future. Both earnings and 
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finances would warrant such action. 
Around 32, the shares may be conceded 
well defined merit for income and 
eventual price appreciation. 


Foster Wheeler Corp. 


Although the nature of the com- 
pany’s business is such that Foster 
Wheeler Corp., has been slow to feel 
the impulse of recovery, prospects from 
this point on may be rated as definitely 
promising. The company designs and 
manufactures complete equipment for 
steam generating plants and petroleum 
refining units. Within these two major 
divisions are embraced a wide range 
of machinery and supplies, including 





Recent 
Price Div. Yield 


d$2.00 (est) d$2.84 $23 None 
est—estimated. d—deficit. 


Earnings Per Share 
1935 1934 





boilers, water cooled furnaces, pumps, 
pulverized fuel systems, feed water heat- 
ers, air heaters, superheaters, economiz- 
ers, evaporators, cooling towers, and 
condensers, while oil refining equipment 
includes oil stills, heat exchangers, frac- 
tionating equipment, gasoline recovery 
plants, etc. The company has also de- 
veloped a new type of vacuum refriger- 
ation system designed for industrial 
cooling and general air conditioning 
work. This phase of the business is a 
potentially important one, with the 
growing tendency of large industrial 
organizations to air-condition their 
plants. Obviously, the company’s cus- 
tomers are drawn principally from 
public utility companies, large indus- 
trial organizations and the petroleum 
industry. Its business is international 
in scope and in addition to domestic 
plants, manufacturing units are main- 
tained in Canada and England. 
Clearly in the so-called capital goods 
classification, demand for the company’s 
products is largely governed by the 
willingness and ability of its principal 
customers to undertake the construc- 
tion of new plants and modernize old 
ones with extensive replacements. Rigid 
economies made necessary by the de- 
pression took a heavy toll of Foster 
Wheeler’s sales and earnings, and while 
new orders are still appreciably behind 
the pre-depression normal, they have 
shown definite improvement. Given 
further encouragement in the way of 
general business recovery, it is reason- 
able to assume that many industrial 
organizations will feel more free to 
proceed with replacements and addi- 
tions, long deferred. Specifically, the 


public industry offers a decidedly more 
tavorable prospect, from the standpoint 


of Foster Wheeler. Consumption of 
electric power is currently making new 
high records and with the growing be. 
lief that the Public Utility Act of 1935, 
if not eventually invalidated, will prove 
much less onerous than originally be. 
lieved, capital expenditures by utility 
companies may materialize in consider. 
able volume in the near future. An- 
other bright feature in the company’s 
prospect is the more stable position of 
the oil industry, coupled with the fact 
that there have been no recent discoy- 
eries of flush pools, indicating the prob. 
ability that there will be increasing de. 
mand for pumping machinery. The 
prospect of greatly accelerated naval 
construction is also a potential source 
of demand for Foster Wheeler prod. 
ucts, although profits are limited by the 
terms of the Vinson Bill. 

At the end of the first six months 
this year, the company’s unfilled orders 
totalled about $4,300,000 but recently 
it has been reported that new bookings 
have increased orders to more than 
$5,000,000. The company recently re. 
ceived a $1,500,000 order for a poly- 
merization refining plant and it is un- 
derstood that other similar orders are 
pending. At the end of last year, un- 
filled orders on the company’s books 
amounted to $4,704,000, while at the 
end of 1933 they totalled only $2,736, 
000. The company’s British unit is re- 
ported to be operating at capacity. Of 
course, these orders will not be trans 
lated into actual profits until some 
months hence but the fact that they 
are increasing is of major significance. 

The company issues only semi-annual 
reports. For the first half of the current 
year, the company showed a loss, after 
depreciation, of $151,313, although the 
actual operating loss was less than 
$9,000. In the same months of last 
year, the loss amounted to $460,125, 
after all charges. For the full current 
year, the company may show a loss. 
for the fifth consecutive year, but it 
should be appreciably less than the 1934 
deficit of $561.732. A reduction of 
$1,634,516 in the value of assets last 
June should permit an important sav 
ings in depreciation charges in the last 
six months. Despite the successive losses, 
the company has maintained a com: 
fortable financial position. 

Ranking ahead of the 241,127 shares 
of common stock are 17,518 shares ot 
7% preferred stock, on which no div 
dends have heen paid since January, 
1933. Preferred accumulations totalling 
$367,878, however, could be readily 
liquidated, given a moderate improve’ 
ment in earnings. The company has 
more than $1,000,000 in cash, no bank 


(Please turn to page 230) 
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Taking the Pulse of Business 


ED by _ considerably 
greater than seasonal 
expansion in automo- 


Activity Rises to High Point 
— Motor Production Large 


— Metals Continue Improvement 


— Oil Outlook Good 


or about 18% of the number 
who would be gainfully em- 
*ployed under normal condi- 











bile production, steel opera- 
tions and check payments, 
the Business Activity index 
has advanced to above 91% 
of the 1923-5 average, the 
best level reached since August, 1930, and about 41% 
higher than last year at this time. Enthusiasm over such 
an admittedly satisfactory performance should not permit 
us, however, to lose sight of the probability that some part 
of the recent extraordinarily swift recovery will probably 
prove to have been at the expense of gains which otherwise 
would have taken place during the first half of 1936. By 
moving the season forward two months it is at least possible 
that automobile sales may not experience the customary 
seasonal rise during the opening months of the coming year, 
any material falling off in demand at that time might necessi- 
tate some slowing down in production to avoid over-stocking 
dealers with both new and used cars. 

It is perhaps also worth noting at this time that a Busi 
ness Activity index registering 91% of the 1923-5 average 
does not mean that business is only 9% below normal 
Granting the generally accepted assumption that 1923-5 
were normal years, the fact should not be overlooked that 
population since that period has increased by about 11%; 
so that the per-capita rate at which national income is now 
being produced is only 91 divided by 1.11—namely, 82% 
of the 1923-5 average—which is 18% below normal. This 
agrees fairly well with unofficial estimates which place un- 
employment at the present time somewhat below 9,000,000, 


— Railroad Earnings Better 


tions of general business ac- 
tivity. Stated otherwise, busi- 
ness activity will have to ad- 
vance to at least 111% of the 
1923-5 average before all of 
the employment slack can be taken up; since about 5,000,- 
000 of the present army of unemployed have been recruited 
from people who reached working age during the past 
eleven years. 

Regardless, however, of what the future may hold in 
store it is quite evident that the experiment of bringing out 
new motor car models this autumn two months in advance 
of the usual date is bound to have an exceptionally favorable 
effect upon fourth quarter earnings of a number of indus- 
tries which are both directly and more distantly dependent 
upon the huge expenditures by automobile producers— 
including tires and accessories, oil and its refined products, 
steel and other raw material which enter into the modern 
motor car—not to mention benefits to retail trade at the 
Christmas season flowing from the disbursement of larger 
payrolls. Some of this expanded purchasing power has 
already been revealed by the Bureau of Labor’s recently 
released report which shows factory employment in October 
to have been 9% greater than for the previous October, with 
payrolls up 23%. This means a gain of 11% in weekly 
factory wages, against a rise of only 4% in the cost of living 
during the past year. 

Up until last week, however, when cooler weather stimu- 
lated trade, it must be admitted that department store sales 
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have been rather disappointing. October showed an in- 
crease of less than 3% over the previous year and, during 
the first half of November, there was a drop of 4.7% in the 
New York Metropolitan area. Profits should be helped, on 
the other hand, by recent stiffening in retail prices, which 
are now fractionally higher than a year ago. October life 
insurance sales made a somewhat better showing, with a 
4.9% increase as compared with a gain of only 3.4% for 
the first ten months of the present year. The best reports 
come from rural territory where sales in October were 17% 
ahead of the corresponding month of 1934. Montgomery 
Ward reports the highest gross in its history. Farm income 
in October, including benefit payments, was 7% ahead of 
last year, bringing the cumulative gain for ten months up 
to 6%. 


The Trend of Major Industries 


STEEL—Under the spur of larger buying by automobile 
and parts makers and somewhat better demand from farm 
implement producers the steel ingot rate has advanced to 
around 55% of capacity, which is nearly double last year’s 
operating rate at this time and the highest since mid-June, 
1934. In spite of this comparatively high rate of activity, 
however, it seems doubtful if proportionately rising profits 
will be realized over the next few months because of rising 
costs for raw material and prospects that wages may have 
to be advanced after the turn of the year. Considerations 
such as these have already necessitated higher prices for 
pig iron and semi-finished steel; but the trade seems still 
reluctant to raise prices of many finished products, espe- 
cially in the case of sheets where competition is keen and 
under-cover price shading has been reported. Prospects of 
higher prices for rails after the holidays is, however, bring- 
ing out a fair volume of purchases by the carriers. 


METALS—Silver remains pegged at 6534 cents; but 
producers in this country are making good profits by selling 
to the Government at around 77 cents. Demand for copper 
at home is picking up again, partly because of rumors that 
the price may be advanced and partly as a consequence of 
expanding production among leading consumers. Sales for 
the first 25 days in November amounted to 34,000,000 
pounds. Exports, on 
the other hand, have 


motor fuel two weeks earlier this year than last; but, though 
crude output is running 19% ahead of a year ago, gasoline in 
storage is up only 4%, while crude inventories have declined 
2%. This reflects a reasonably strong statistical position, and 
there is talk of a nearby moderate advance in the price 
of mid-continent crude. Exports of oil to Italy and Italian 
Africa last month were valued at $1,184,751 compared with 
$337,051 in October, 1934; but as this amounts to only 1% 
of our monthly production, no irreparable harm would be 
suffered by the industry if the Government should succeed 
in stopping these exports altogether; though the loss would 
undoubtedly fall heavier upon some companies than others, 


UTILITIES—Amidst the confusion of suits and counter- 
suits brought to test the constitutionality of the Holding 
Company Law enacted at the last Congress—which suits, 
incidentally, seem likely to check a promising start in public 
utility financing—investors should not lose sight of the 
recent expansion in electric power output to an all-time 
record, which is being reflected in slowly improving earn- 
ings, despite the rise in costs and taxes. 


RAILS—Net operating income of the first 40 carriers to 
report for October showed a 62% gain over the previous 
October, saved from an increase of only 18% in gross reve- 
nues. The September gains were only 44% in net and 12% 
in gross. Experience teaches that the rails can stage a 
startling come-back when the heavy industries begin to 
pick up, which helps to explain why our railroad stock index 
has just advanced to a new high for the year. 


TOBACCO—Cigar production has reached the highest 
level for any October in four years. The gain this year 
was 7.56% over last October, with a cumulative increase 
of 4.5% for the first ten months. Cigarette output ex- 
panded 6.5% in the first ten months, and 19% for October. 


Conclusion 


Advancing of the automobile season by two months this 
year has imparted an exceptionally strong impetus to pro 
duction in that and related industries and caused an advance 
in the Business Activity index to the highest level registered 
since August of 1930. 
It is thus scarcely sur- 
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This Valuable Gift — Free! 


New! Timely! — Just off the press! 





How to 


Keep Your Money 
Profitably Employed 


An important book, in seven parts, each by an eminently quali- 
fied expert in his field — offering a complete working knowledge 
of the seven major fields of investment. 


Bonds—By J. S. Williams 


In a recovery period, bonds offer the careful investor the assurance of fixed income and defi- 
nite appreciation. Mr. Williams appraises the advantages and disadvantages of the various 
types of bonds—discusses the possibilities in medium-grade as compared with high-priced 
issues—tells you what to look for when sacrificing investment worth for greater yields. 


Common Stocks—By A. T. Miller 
In this section, The Magazine of Wall Street’s technical market authority defines the intelli- 
gent basis for selecting common stocks for profits—for income—today. He tells you the pro- 
portion of your funds that should be invested in common shares. And—he points out the 
safeguard to use in the case of inflation—as well as many other facts of practical use to the 
businessmen-trader and investor. 


Preferred Stocks—By Edgar T. Brainerd 


Carefully selected preferred stocks now offer many of the advantages of common shares— 
without their disadvantages. Mr. Brainerd shows these advantages. He gives practical 
counsel on determinating the value of preferred stocks on the basis of fixed charges plus 
preferred dividends—cumulative and non-cumulative callable and non-callable types. 


Convertible Issues—By Edgar T. Brainerd 
The greater possibilities offered in many senior issues with conversion privileges is covered 
in this important chapter. The reasons why convertible issues are offered—what they as- 
sure the investor—is explained and typical opportunities are given. 


Building and Loan Shares—By Fred T. Greene 


To the investor—to the prospective home owner—this chapter on building and loan associa- 
tions—on how to check them—their rate of return—the availability of funds invested—all 
deserve careful reading. 


Life Insurance—Its Place in the Average Man’s Income Program—By Chester Nash 
This chapter shows how life insurance has progressed from a simple protective measure to 
a definite income-building plan. It provides expert counsel on making life insurance a defi- 
nite part of your investment program—on choosing the type best suited to your individual 
requirements—how to get the most out of an annuity. 


Real Estate Mortgages—By R. B. Mitchell 


When to invest in mortgages—what to look for in them—is comprehensively covered in this 
chapter on urban, farm and government-guaranteed mortgages. The factors to be considered 
in avoiding unprofitable commitments are discussed as well as the factors which make for 
constant income and a satisfactory investment. 


Special Offer on Next Page Brings You This 
Big 160-Page Book — FREE! 


A Christmas Gift That Brings 


Happiness - Success - Prosperity 





—For Yourself, for Father, Son, Friend or Business Associate 


The gift that lasts forever and can never be taken away is knowledge and superior judgment. It is the key 
to success and happiness. And, now more than ever before, it is essential to real progress in 1936. 


This year, no Christmas gift you send could be of more practical value or compliment a man more than The 
Magazine of Wall Street. It indicates that you have faith in his ‘making the grade’, and twenty-six times 
throughout the coming year he will be reminded of your thoughtfulness. He will read it with satisfac- 
tion—at first because he will gain an insight into business and investments he never believed possible within 
the covers of a single magazine. He will continue reading it because he will speedily realize that he de- 
rives more practical value from its pages than from any reading he has ever done before. 


A Subscriber’s The Magazine of Wall Street Will Interest 


Christmas Suggestion Your Business Associates—in whose hands you will be placing, fortnightly, 
an authoritative interpretation of vital economic forces affecting industry, 
credit and investment—all so concisely put as to enable them to put them 
: to use in their current business affairs. 

ition the The Investor—because it gives him sound guidance—shows him how and 
+i aaaecl when to invest safely and profitably—points out the danger signals to avoid 
loss—develops his own investment judgment. 
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Mail the coupon below with your remittance today. Your subscription will start with our 
For $7. 50 Christmas Number. It will include the new 160-page book “How to Keep Your Money Profit- 
ably Employed”—and the full privileges of our Personal Inquiry Service. Note: You can 
. send The Magazine of Wall Street as a gift to one friend—and the book to another—or to 
The Price of One yourself. 


PERE Mail This Christmas Gift Order Now a 


THE MAGAZINE OF WALL STREET. 

90 Broad Street, New York, N. Y. 

I enclose $7.50 for 1 year of The Magazine of Wall Street. It is understood this is to include a copy of “How to Keep 
Your Money Profitably Employed” described on reverse side—and full privileges of your Personal Inquiry Service 
as often as reasonably required. 


OE ee ens ee | eee, Omer ene Tareas Reena etree ae Lint eee Men de or Be ae ners bre, 4 ore 


C) Check here if you want us to send Gift Card. 


Note: The Magazine of Wall Street may be sent to one address, and “How to Keep Your Money Profitably 
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Answers tolnquiries 











The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4+. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








JEWEL TEA CO., INC. 


[ have bee: .d the outlook for my 100 
shares of Jewel Tea bought at 62 is now 
optimistic. Does your information show 
this to be so? Do you anticipate any early 
increase in the dividend rate?—T. S. L., 
Memphis, Tenn. 


Sales of Jewel Tea Co., Inc., for the 
44 weeks ended November 2, 1935, 
were $15,644,314, an increase of nearly 
10% over the figure for the corre- 
sponding period a year ago. The aver- 
age number of units in operation also 
increased in the latter period, being 
1569 compared with 1514. Formal 
statement of earnings is not available 
for the latest period, but the increase 
in sales would indicate at least main- 
tenance of profits on a satisfactory 
basis, despite the fact that higher costs 
for labor and raw materials were re- 
ported to have caused some decline in 
earnings in the first 28 weeks of the 
fiscal year. During that period, up to 
July 13, 1935, net income was $604,687, 
equal to $2.16 a share, compared with 
$702,642 or $2.51 a share for the like 
interval of 1934. Since earnings so far 
this year have more than adequately 
supported the regular dividend rate, 
and since the financial position has been 
further improved as of July 13, 1935, 
with cash and marketable securities of 
$3,413,762 comparing with similar 
items totalling $2,425,198 on the cor- 
responding date last year, there are at 
least reasonable grounds for anticipat- 
ing either an increase in the regular 


dividend rate or another substantial 
extra, as was the case in 1934 and in 
each year from 1928 to 1931 inclusive. 
Although competition in the grocery 
field is necessarily intense, Jewel Tea 
has the advantage of going out after 
business, through its wagon routes 
which bring the business to the custo- 
mer’s door. Moreover, from the stand- 
point of the stockholder, there is the 
advantage of no funded debt and no 
preferred stock as the 280,000 common 
shares are the sole capital liability. In 
our opinion, the outlook is sufficiently 
optimistic to dictate maintenance of 
your position. 


INGERSOLL-RAND CO. 


I have been extremely gratified by the 
recent action of Ingersoll-Rand market- 
wise, and have realised 22 points profit on 
my holdings. I am wondering whether or 
not it would be advisable for me to dispose 
of my holdings at the present high level, 
or are further advances  indicated?— 
WV. A. F., Duluth, Minn. 


Although Ingersoll-Rand is chiefly 
noted for its leading position in the 
production of equipment for the ex- 
traction and construction industries, it 
has a widely diversified line of machin- 
ery and equipment for many of the 
other heavy industries. Recovery in the 
mining and the building industries 
started many months ago, stimulated 
by rising prices for metal and by Gov- 


ernment advances for public works 
operations, and the upturn was re- 
flected in the sharp increase in gross 
and net profits of Ingersoll-Rand be- 
tween 1933 and 1934. From a 1933 
net income of only $164,184, earnings 
advanced to $3,048,087 for 1934. Con- 
sidering that Ingersoll-Rand’s best year 
—1929—produced net profit of $10,- 
653,811 and its worst—1932—a loss of 
$2,935,919, its recovery in two years 
may be called remarkable. Ingersoll- 
Rand was one of the pioneers in the 
application of the Diesel type of engine 
and has done much constructive work 
in oil-electric locomotives for rail- 
roads. The activities of the company 
have been further broadened to in- 
clude air-conditioning, in which it has 
received substantial contracts and is in 
position to get further business. The 
ability of the management is indicated 
by the strong financial position which 
has been maintained, even in the worst 
of the depression years. Current assets 
ai the end of last year were over twelve 
times current liabilities, while cash and 
government obligations were more than 
six and one half times the current debt. 
Dividend policies have been liberal, 
with regular payments maintained 
throughout the depression and extras 
in all but the worst years. A $2 extra 
was paid at the end of 1934 and with 
1935 earnings expected to be better 
than last year, a year-end distribution 
could reasonably be anticipated. With 
(Please turn to page 227) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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Be Prepared ‘To Profit In New 
Market Leaders! 





OW is the time to prepare for the next stage of the current 

major recovery. Liquidation of those securities that have 
discounted their favorable possibilities should be made in the 
present phase of the market. 


7 Points Profit! 
Advised at 2574—Closed out at 327%! 


Great Northern Preferred—closed out November 
20—is a specific example of an Unusual Oppor- 
tunity that brought sizable profits to our sub- 
scribers. This advice resulted in almost 30% ap- 
preciation. 


936 Points Profit! 


Distillers Seagrams is another illustration of a 
moderate priced Unusual Opportunity recommenda- 
tion, which resulted in almost 60% appreciation, 
even if bought on an outright basis. 

Our current buying advices have been selected by 
our analysts on the same basis and should bring 
substantial profits if purchased around present 
levels. 


As a Forecast subscriber our first step in serving you will be 
to analyze your holdings anc advise you definitely what to retain 
and what to close out. All commitments on our advices will 
be under the constant supervision of our market and security 
specialists. 

Recommendations are now ready in new potential market 
leaders. Your Forecast subscription will not only bring you 
immediately several selected stocks offering exceptional imme- 
diate and near term profits, but you will be in no further doubt 
about your market position. 


283 Points Profit 
To Date This Year 


Our record this year—our closed and open position 
—shows 283 points profit, a total that is growing 
right along. This is strong evidence of the satis- 
factory service we are rendering. 


To make consistent progress in building up your capital, equity 
and income during the vital months ahead, fill in and mail the 
coupon below with your remittance. 


WEEKLY BULLETINS ...... 











WIRE SERVICE 








Telegraphic Service is 





On Tuesday of each week 
we mail an eight-page bul- 
letin. It contains continu- 
ing tables as to the proper 
action to take on the is- 
_ selected by our mar- 
et technicians; also, con- 
cise and up-to-the-minute 
reviews of the Technical 
Position of the Stock Mar- 
ket, Business Outlook and 
many informative charts 
and tables. Special edi- 
tions with definite recom- 
mendations are frequently 
mailed during the week. 





available on our three ac- 
tive market programs — 
Trading Advices, Bargain 
Indicator and Unusual Op- 
portunities. Clients through- 
out the country can act on 
our recommendations within 
a few minutes after they 
are selected and take ad- 
vantage of important in- 
termediate swings. No ex- 
tra charge except the ac- 
tual cost of wires. Mes- 
sages are worded in our 
Private Code and confirmed 
by mail the same day. 




















MAIL THIS COUPON NOW 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I understand that regard- 
less of the telegrams I select I wil! receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our 


Code Book has had time to reach you.) 
Cl TRADING intermediate market swings. Three to 


Short-term recommendations following important 
$1,000 capital sufficient to 


our wires a month. Three to five stocks carried at a time. 











ADVICES act in 10 shares of all recommendations on over 50% margin. 
[ ] UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three 
- wires a month. Three to five stocks carried at a time. $500 capital sufficient to buy 10 
OPPORTUNITIES shares of all recommendations on over 50% margin. 
[ BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
INDICATOR prospects. One to two wires a month, Three to five stocks carried at a time. $1,000 
1 capital sufficient to purchase 10 shares of all recommendations on over 50% margin. 
ce RR OIE, Oy te MEL EADY SE ER Pe ea eee sR A, Ce PEE A WANE I e 6.0:55:5.0:6- 00 aS wb easels ede ROMO 
ee as HREOC TAC IEE OTIS eeceee APU ee OI Re TO eT OR ET ROT E COC ree Ediercies tenes 
BNR ai cig Ses as re Ape ce cat ones Ribs Wie o-0cs © eee meieneiere C0 0.0eee seve CORRAL s\0vi0:6 0.008 ‘a isisie bis ee ee ee Riiedieie a Aerolh clean sie emane Dec. 7 
Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 
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Luckies are 


always easy 
on your throat 
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Complete Investment 
and 
Brokerage Service 


Leaflet explaining Margin re- 


quirements sent on request. 


MEMBERS 
had York Stock Exchange 
ew York Cotton Exchange 


Telephone HAnover 2-6220 





BRANCH OFFICE 


254 Park Ave. at 46th St., N. Y. 





MSCLAVE & Co. | 


New Nok Curb Exchange (Associate) 


67 Exchange Place, New York 




















YOU CAN BUY 
Good Securities 


in Small or Large Lots on 
Partial 
Payments 


Ask for Booklet M.W. 22, 
plan and 


explains our 


Members New York Stock Exchange 








which 
terms 


Conservative Margin Accounts Accepted 


JAMES M. LEOPOLD & CO. 





70 Wall Street, New York Es. 1886 

















Full Lots * Odd Lots 





Members New York Stock Exchange 


29 Broadway, New York 


Uptown Office Boston 
522 Fifth Ave. 


Lapham, Fahy« Co. 


21 Congress St. 





cash or conservative margin 





Stocks + Bonds Commodities 


Commission orders executed for 
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Atchiso 
Atlantic Coast Line. . 


B 
Baltimore & Ohio................. 
Bangor & Aroostook .. uence 
Brooklyn-Manhattan Transit........ 


Cc 
(Canadian Pacc.............6.500600 
Chesapeake & Ohio................ 
C. M. & St. Paul & Pacific... Sieve 
Chicago & Northwestern... Ser 
Chicago, Rock Island & Pacific...... 


D 
Delaware & Hudson. 
Delaware, Lack. & Western... 
E 
PONE WR ocho sc ccs scisieseccsas 


G 
Great Northern Pfd........... Sneg 


K 
Kansas City Southern........... : 


L 
I Oe eee 
Louisville & Nashville.............. 


M 
Mo., Kansas & Texas.............. 
ES eee 


N 
New York Central. Sen weave 
N. Y., Chic. & St. WGI Ssh che 
N. ¥., MN. Hi. @ Mastferd............ 
N. Y. Ontario & Western........... 
Norfolk & Western................. 
Jor Sa a 


I i520 So co lg ios Saha cacao is 
he Se 


Pittsburgh & W. Va................ 
R 

IS oc haa ou4 eons acu 
Ss 


i, Tooetie-e PKAN...... 6. seca 
St. Louis-Southwestern............. 
ES eae 
Southern RAUWAy.... 0.2. cs sscce 


T 
ee 
U 
NUGINA UNUNE os oo binge os anise o.0:0 8s 


WwW 
Western Maryland................. 
VOTED WIM se oo Sines kw 'ee sees s 


A 
Adams-Millis Corp............... ‘ 


Alpha Portland Cement............. 
Amerada Corp 
Amer. Agric. Chemical (Del.) 
American Bank Not 

Amer. Brake Shoe @ | re 
eee 
RN ONE IMI 6 6 oe .6 0 4:5 4100: 0.0:6460% 
pe SY 6S re 
American & Foreign Power......... 
Amer. International Corp........... 





Amer. Power & Light.............. 
Amer. Radiator A - S.. palais 
Amer. Smelting & beac oe meas 
Amer. Steel Foundries............. 


Amer. Water Works & Elec. 
Amer. Woolen Pfd 
Anaconda rn __ ee 
Amour Co. of 


B 
Baldwin a Works.. 
Bayuk Ci 


Beatrice menaiunier Re Ed Debs eds a 





Beech-Nut —s- oF re 
Bendix Aviation. . Sebaweeweass 


Rails 








New York Stock Exchange 


1933 1934 1935 Last Div 
ssieeeeaete n . Sale 
High Low High Low High Low 11/87/35 go 
80, $45 78% ABT 85% BAG ig 
59 1655 BAG his = 8714, 19ig agi, 
37%, 8% S844 18% 18 m% 16%0~CO™ 
413, 20 465% 85144915 86% 45g 
41, 913, «ake 885, 63,86 a ; 
20% 7% 18% 10% 18% 85% 115% | 
49%, 2454 4854 8915 53 87% 528% 2% 
115, 1 848 3 Qu 8 " 
16 1% 16 Big BG ATG 834 
1014 2 614 13% 256 %4 1% 
933, $75, 1314 36 43% 23142873; 
46 171, $35, 14 19%, 11 165; 
253, 38% 24% «93% 14 ™% 12% 
3334 45% 3212 121 3354 956 3254 
19 6 12% «4 8% OKC 
50%, 8 38% 185% 19% 9% 19% 
1334 4% 174 54 2354 834 17! 
2475 644 1934 6% 10 334 954 
a7, 8% 21% 915 «11% «5 % 
67}, 21% % «873, «= 08g Sk 59!, 2.60 
11, BK si«iK (KK OSCiHC‘ia SCOC*‘iY 
104 201% 0~C~«~S 13 —=C«S 1 2%, 
5815 14 454% «18% «= a8eeiaSCiTKCOCS 
ams, 8% 6%SCt«CSD uy 6 ms, Ct 
34%, «11% 4«4est=«CC“ 86 eC 
15 7% 115% 415 616 25 634 e 
177 1114 161. 200-158-198 4 
34% 954 36% 1415 943, 18% 293: 
421, 18% $916 2016 30% 17% 305 +.6 
37 3% «38 12 R416 94% 38%, : 
35% «614.—=—s7 10 25 6% (2 
6215 9314 «—663%i«SH1GABKG_C«OK’«O«8814 a 
9 % 4 1% 2& “% 1% 
22 5% «20 8 14 8 117; 
38% 111% 883% 14% 96% 12% 24%, 
36 4% 3634 «1115S 163g BGs 
43 15 43% «18% «853{sia 23 
132 614% 183% 90 111% 8214 106 £ 
16 4 11%, T™KOCOC«OKOC<“‘i«~iC“CSC*«iCG 
1% 1 816 855 i 8He_COC«iaCKC‘i‘«i IG 
* . 
Industrials and Miscellaneous 
1933 1934 1935 Last Div’d 
a Sale §$ Per 
High Low High Low High Low 11/27/35 Share 
21% #8 34% 16 37% 38 363 a 
112 474% (118 913, 173 10434 172 3 
33 111, 23% 165 20% 181, 15% *.60 
26 6 93% 15 30i, 21 291; 1 
152 70% 1605, 116% 173 1295 163 6 
26%, «6 233, 103, 37% 12 3314 o 
24 53-20%, «= ig,«Ss 98 22 i 
475, 1814 655, 39 77%; 4815 «72 a 
35 71Z 254% 573, «411g (B04 3 
281, «8B 95% «11540 47%s181Z 048i. 385 
42i, 9% 88 1914 41% 31 40 1 
100', 491, 1143, 9034 1495 110 142% 4 
39%, 61% 38% 418 3254 10 3014 a 
511, $4 705, 46 96 66 8914 3 
1954 3% 1334 3% 9% 2 7 < 
15% 44% 434 1134 4% 104% 
19% 04 12% 28 9% 41152 8% i 
45% 175% 10 92, 10!5 21; m 
31% 0B es=i«<iB EC (BGR 158Z)=S801GSCsit.80 
53, 103; 513g 30% 685, 315, 60 t: 
27 45, 2614 10% 261% 12 2314 
74 aii, 72 46 70i4 5054 535% 3 
18434 1 195% 100% 1693, 98%, 1891; a 
943, 6032 89 67 197 743, 108 5 
431, 10% 275% +918 «= 1%eSTG 20 ie 
6714 25,883, 86 68%; 3515 «63% a 
23%, «26 173%, 10 255, «8 25° fe 
cs asses OMC<‘SUdMK“_COséi‘w :CKC*wY és 
3215 183{ Ss 851Z aig ah” t0ssS kt i 
841,81 57% «1614 45% «15 391; ‘ 
16% 5% 10% 8% «4% 38% 4% 
175%, 3% 16 “4 6% 1% 
52 3 45% 23—‘CHCSTSG:SCCSD 4 
a7 7 19% 10% 20% 14 18%; .50 
7% 45 ‘176 OCS 90 3 
21% 6% 88% 93% 244 11% 20% 1.35 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 
















1933 1934 1935 Last 
ra —<——$5. --————— —~ ——~——.__ Sale 
B High Low High Low High Low 11/27/35 
a a aslo. 331; 40 26 5714 34 5614 
Bethlehem Steel oe 4914 10% 4914 241 61144 215% 50 
Regan 581, 91g B84 597, 395, 49 
Borden COMPANY... .. 2.0.2... 373; 984, 19% 2373; 21 263; 
Bae Warner vee ee ce seen cs agi; i $1}; 1635 68!5 981i Ns 
MAC e etc, ; 5 2 Z a} 
og eee i a a ey 
en: % % 4 \“ 1344 26% 
ot a9 rr 434, «81g. «885, «185g += 2054 «1135 = Big 
Cc 
California Packing........ ict. $45 °«7%H—=C~SYHOCi‘iHCC (i aGSCé8GCtC=«S 
Canada Dry Ginger Ale............. 4134 «= 74g. BIG 165g «= 8151214 
cas, J eggs 10815 80 i 8634 36 7 1114 455 997; 
iii ............... 34 60. 6-36 87 
Moree 587, 414 4476 17% 353% 1952 353 
Cerro de Pasco Copper............. 4434 5? 4414 3014 633, 3854 58 
Gheapenke Comp. 821, 1475, 48753 6114 36 
a) SE ae are 54 ¥% 2914 90 31 8537 
ORR RRRRNREET 7314 16114 953¢ 29814 161% 29314 
Coane ee — eee eee ee 184 231; a % 194 §615% 1734 
‘olumbia: SSAA ree 4 101 67 96} 
Come Gas & Elec...) «BBM 8 NO 65g ab, “335 1896 
—— — Bene Set tia iciece aia’ ty a g 4 18% 58 3914 49 
omm. Inv. GER . 34 i 34 
Commercial Solvents a SS Sex; lest «a8%««6se «B08 
Congoleum-Nairn........ 0... a755 73% «853 RB T ° 
Consolidated Gas of NVY...0000 0 GAig 84 47h; 1814 $4 1875 814 
Nd pie ase 5 516508 jars a pierce 4 10 y % 
can a"... +. Ge iy me Hes 192 83; 1878 
Continental Can, Inc............... 18% 3514 6414 5634 9914 6234 925¢ 
4 4 78 
Continental Insurance.............. 3614 104 3614 2336 44145 28% 4214 
Continental Oil.................... 1954 474 223, 155, 283% 1514 2734 
Cor Products Refining............. 905, 4534 8414 65514 783, 60 7112 
a — _— sand ae ee arene dl 144 sere 1834 487, 2314 ad 
edahy eter st “" g91g sf R560 4714 3914 4034 
D 
Deere & Co. sth Aparars cepa bis clone 2. 15% bo i 1014 os 33% a 
Dome Mines..................1... 8914 18 461 «$8 «= 43%4 841g 418 
= 1 a a oe ae ae 
RW Ks s0\'s Rive eile e 73 78 % 72 3 13 
E 
Eastman Kodak Co............ seee 893% lg yy § 
9 gra 7 eT ies) Sy YY 
Ree ee BR ke EO 
ees \% 
Endicott Johnson Corp............. 6275 26 63 45 62% 
F 
Fairbanks, Morse & Co............. 11% 216 1834 34 
Firestone Tire & Rubber............ 3114 31 gest 81%«1B%OCBBG OCG 
Birst National Stores... 0000.00... 705; 43 691, 53 58%, 4434 4814 
<i = a SH 8. Ba 3 
Oe ee A 38 yw 28 5 4, a 4, 9 
G 
General Amer. Transpt............. 4314 1334 4354 30 4514 3254 44 
General Baking......- 000.0000. 207; 1033 143% 634 18% 73% 18 
| ae 222 eee Se 
ep eeaee % 8 3714 30 33% 
General Mili 2220222 71 «= 8534s GAlgSts«*OAL 72, 689% 681% 
eneral Motors BOEDGieais> sc cisics sso Oe 10 42 2454 5934 2654 5614 
Genera Railway Signal.....-..---'. 4915 1814 45% 284 39%, 1552 3814 
e — Lo 193; 214 2334 10% 2934 1634 2815 
cna Safety Razor............... 20% 154 14% 4 194% 12 1754 
ee ee a 
eG ccc. s 9054 
Goirer Reg Kaiba BE he ay ahs Re Hh 
“RRS 1 k 44 267% 1534 211 
Great Western Sugar... “1 amy? $514 25 347, 265, 33 
H 
Hercules Powder Co............... 685i 18 sifj 89 90 «71 85; 
RG seta cg 34 % 6% 17% 6% 18% 
Hupp Motor Car... 0700002100007 % 861% «61% OKC CC(‘éw:SC*CkG 
I 
Industrial Rayon... 32%, 1935 863g «8814 4 
leeruell-eane Bennie ot dnalc vs) wi o.dhe a. seis ase 64 a” ~, 3014 
et See 1 i % 116 
international Business Machines...‘ 18314 155, 164 131. 187 14914 17934 
inlet. Cement. «6... 22... eee 0s 40 6% 873, 18% 36% 22% 383% 
a Harvester Fee tts a tkeuace 46 13% 467% 2314 6554 34% 5956 
- | _ Se eenneeaa 2314 634 2914 21 4014 2214 4014 
2) hs 3) i 2134 64% 1734 7% 1334 85 128% 
J 
lewel Tea Co., Inc 45 23 5744 = 33 67 
Sere é 49 573, 
fae eect, eee 6314 12144 663, 939 9914 3814 9214 
K 
Kelvinator........... 54 \y 5 4 
Kennecott Copper 002000000011) ae. 98, Bh de ag sega 
‘oger Grocery & Baking........... 3554 1414 3354 2314 321, 224 2614 
t 
Lambert Co.......... 41 193 134 \% \% 3% 3 
Vahman Corp 0000000000000 $ase ai ta aif Sas orig gas 
Ubbey-Owens-Ford 200202 20.22.. 37% 434 «48%—i«iGC (ISG 
Liggett & Myers Tob. Bo... 2222... 993, 491¢ 1111, 7414 122 935, 113 
oy RRS eo peren ree 361, 814 37 203%, 65% 31% 653% 
} pee - | NUMMPOM Selo nc lcoces oa 4434 194 4434 334 415 33 39 
NN ea ong "95 «6103 «= 88g S183, 22614 «1814 = 287% 
M 
Mack Truck, Inc 463, 1 § 5 % 
iii... a << - 28% 1854 257 
_ * 9 olyaiiaepetesenenen 65s; 40 alg 1G 85% SCBTIZ: Oise 
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What 4 head por 


STO GIES 
in 1936? 


What opportunities to capitalize? 
What pitfalls to avoid? 
What investments for Recovery? 


Annual United Opinion Forecast for 
1936 answers 16 vital Questions on the 
business and financial outlook that will 
prove a valuable guide to profits in 
the New Year. 


10 STOCKS TO BUY NOW 


With the Forecast we include list of 
10 stocks selected by our staff as offer- 
ing the best profit opportunities for 
early 1936. 


GET THE FACTS— free! 


That you may test the accuracy of 
UNITED OPINION forecasts for your- 
self, we will send you the Annual 
Forecast and the list of 10 Stocks for 
1936 profits without obligation. 


Send for Bulletin W.S. 27 Free! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ rr Boston, Mass. 














STOCKS — BONDS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 











POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG 6 
Accounts carried on conservative margin. 


(HisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir& (O 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 




















TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend 
of 50 cents per share on the Company’s capital 
stock, payable December 16, 1935, to stock- 
holders of record at the close of business on 
December 2, 1935. 

H. F. J. KNOBLOCH, Treasurer. 
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Cashing In On 
Roosevelt 


To investors who are complaining 
about the Roosevelt administra- 
tion:— 


Naturally, Hoover securities have 
gone down. But Roosevelt se- 
curities have gone up. They are 
going up very much more if he is 
re-elected. 


The Babson Organization is en- 
deavoring to get clients into Roose- 
velt securities instead of urging 
them to hang on to Hoover securi- 
ties. Investors who are willing to 
recognize and profit by the new 
conditions are invited to subscribe 
for Babson’s Reports. 


We now have available a few 
extra copies of our recent report 
entitled ‘Cashing In on Roose- 
velt.” Would you like a copy 
gratis? 


—oe on oe om = [Jee This AS MESER ee wee oo See 


Babson’s Reports, 
Div. 13-77, Babson Park, Mass. 


Send gratis your report entitled 








“Cashing In on Roosevelt.” 

| RNG iS cee cere Seek aces S350" 
SONNE bukac bese dedennncacbacd ; 
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— ATTA. 
ANOTHER 
BARGAIN STOCK 


About a year ago we selected HOUDAILLBE- 
HERSHEY ‘“B” as a bargain stock. It was 
then selling at 6%. Since then it has sold 
above 30. This is an unusually large profit 
to make in a year, but it demonstrates what 
can be done even under trying circumstances. 

We have selected another issue which, in 
many respects, looks like another HOUDAILLE- 
HERSHEY. It is a stock in which you might, 
in the months ahead, secure greater-than-nor- 
mal profit. It is an issue in which we have 
great confidence. It is selling around $13 a 
share. It is listed on the New York Stock 
Exchange. Send for a free analysis of this 
issue—without obligation, or course. You will 
also receive without obligation an interesting 
oboklet, ““MAKING MONEY IN STOCKS.” 
Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 683, Chimes Building, Syracuse, N. Y. 











UNION CARBIDE 
AND CARBON 
CORPORATION 


Vv 


A cash dividend of Fifty cents 
(50c) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable January 1, 
1936, to stockholders of record at the 
close of business December 6, 1935. 


ROBERT W. WHITE, Treasurer 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 

















1933 1934 1935 Last Div 
a a ie S Sale § Per 
M High Low High Low High Low 11/27/35 Share 
Mathieson Alkali.................. 4654 14 4034 2346 837%, 2334 815, 1 
vn Mag EE cceelasg eases sees 33 9% 4534 380 5734 35% 55 "160 
McIntyre, Porcupine............... 4834 18 60 3044 45 33% 3834 a 
Mesta Machine ED buenas ssses'ae cs 21 7 3434 20% 41 24% 39 g 
Monsanto Chemical................ 83 25 96 39 943%, 55 8914 % 
Montgomery Ward & Co............ 287% 854 3554 20 40% 21% 38% 
N 
BER Be ONION 5 515/5.5:5:00 «5 51005805 27 11 $24 1254 194% 11 16% 1 
UMPAOMIED MEEOGUEE 5 <5 5 505505 oseisoceee 6054 $1 49 25% 86%; 223% 3334 1.69 
National Cash Register.. 2354 5% 23 12 % 2014 a) 
National Dairy Products 25%; 10 1834 13 19% 127 193 1.20 
National Distillers. ..... 354% 207 315% 16 4% 30 3 
National Power & Light. 201% 6% 15 6% 143 10 60 
National Steel.......... 55% 15 584 34144 8334 40% 114 4 
N. Y. Air Brake......... 9314 6% 28% 113 36% 1816 347% e 
North American Co................ 3614 1244 25% 10% 28 2554 1 
oO 
er ee ee eee ee 25% 0 193 124% 235 11% 
ee TR os cb acacasenunes 9634 31} tee 129 121144 . 
Pacific Gas & Electric.............. 31% 15 2316 12% 305; 18% 29 1.50 
3! eee 43% 22 37 2034 56 19 52 2.40 
PONOREIE ONO HORT. 5.5. 50s 5 secs see 6% 1% 654 2% 14 3% 644 e 
Paramount Pictures............... aie Ee sae aes 12 8% ns 
Ah & eer ee 56 19 74 51 8435 «557 81 3 
eS 5 eee 6034 25 67 445 81 64 704% 3 
Phelps Dodge Corp................ 18% 4% 18% 134% 2654 1234 2534 t.50 
Phillips Petroleum................. 1834 4% 2034 133% 875% 1334 35 4 
Procter & Gamble... 1.1.11... 22: 475-195, 448g 08334 «B83, aB3G 46%, 81,59 
Public Service of N. J.............. 57% 32 45 25 4634 20% 445, 3.0 
Oy eee 58% 18 595 3514 62% 29 88144 1.60 
R 
Radio Corp of America............. 12% 8 9% 4% 12% 4 113% 
Radio-Keith-Orpheum.............. 534 1 44 1% 6 1% 5 
Raybestos-M: ee 2054 5 23 144% 29 16% 29 1 
NS aaa 2% 13% 6 17 7 16% 
Republic Steel... 0022022222223! 23 4 25%, 10% 20% 9 19 
Reynolds (R. J.) Tob. Cl. B......... 6444 2634 5337 3934 5854 431% 574 3 
Ss 
SN UNNI isn 5S 5 ias bso :asciee os s.8 6234 28 57 384% 46 313; 3314 | 
Schenley Distillers................. 47 22 . 88% 17% 564% 22 6034 " 
Sears, Roebuck & Co............... 47 12% 61% 31 69% 31 6514 8 
UN a oe oic bins oes cn leiwwiare: 1% 1% 9 4% 15 1% 144% .12\ 
Ce 2S ee 13% 534 138% 6% 1234 1% 11% 5 
Se rere 1154 4& 11% 6 15 5 14% mA 
Socony-Vacuum Corp............... 17 6 19% 124% 1534 +3105 12% 80 
So. a. So enenanet ee a6 at = of i378 35% “ 
Spiegel May Stern Co.............. 1 4 4 
Standard Brands................... 87% 133 2514 17% 194% 12% 154% 80 
Standard Oil of Calif............... 45 1944 42% 2614 38% 273% 3634 1 
SMMNTE COLE ENG... cv ccccees cae at 3234 234 2834 23 26% 1 
Standard Oil of N.J................ 47% 2234 50% 39% 5044 3534 4814 “4 
EM POIONS 55 oa vc cces si sscee 63 4534 66% 474% 68 6834 6534 3.80 
ee SL, eee 114% 2% 105 4% 1854 65% 17 * 60 
CS eer rer eee 19% 514 13 3% 143% 2% 11% a 
LS ot Cee ener 59 35 74 5144 77 6014 71 4 
sy 
Ee Pee Pe oe 30% 103% 29 36 195% 25% 16% 24% 1 
Texas Gulf Sulphur.... owe 4512 15% 424 30 36%, 28% 8314 3 
Tide Water Assoc. Oil. 11% 3% 14% 123% 1% 12 
Timken Roller Bearing. ... 385% 1334 41 24 7214 28% 6714 3 
Tri-Continental Corp............... 834 234 634 3 84% 1% 1% 
U 
Underwood-Elliott-Fisher........... 3914 9% 58% 36 8234 5334 80 2 
Union Carbide & Carbon............ 51% 1934 50% 357% 7534 +444 71 2 
OS aaa 233% 814 201% 11% 21 14% 20 1 
Seer ee aan 154% 8% 21% 9% 20% oe 
reer 38 10% 50% 35 78 46 72 2.40 
SII iu lass sip nisise 4.8.55 0000 14% & 8% 2% 734 1% 1% mt 
Matted Corp. Pld... 25. .cccccscccee MH 22% 387% 214% 453; 203% 443% 8 
United Fruit 23% 77 59 923% 60% 694 3 
United Gas Imp 13% 20% 11% 184 94 17 J 
U.S. G 1 614 384% #87 4 1 
U. S. Industrial Alcohol 134 6434 82 5054 35% 4754 2 
U. S. Pipe 6% 83 154% 22 1434 20 .50 
[RS OO eee 27 24 11 yy 9% 15% ‘. 
U. S. Smelting, Ref. & Mining es 134% 141 9654 124! 92 1 {8 
U. S. Stee 233%; 69% 293% 6054 27} 4814 
yO. ae 10544 53 9914 Tig 119% 7354 115% 3 
Vv 
WARN TIOND Soar as ccs ose essse0s 364% 1% 3134 14 213 114% 1934 
Ww 
Warner Brothers Pictures........... 9% 1 8% 234 944 24 8% 
Western Union Tel............-.-.. 1, a 17iZ 2054 72% ‘a 
Westinghouse Air Brake............ 35 11% 36 157 85% 18 81 % at 
Westinghouse Elec. & Mfg.......... 5834 19 47 377 983, 3254 9234 wo 
Woolworth Co. (F. W.)...........-- 507 25 55 41 65 51 56% 2. 
Worthington Pump & Mach......... 397 8 81) 18 25 1134 2244 . 


* Annual rate—plus extra. ft Paid this year. 














\} 


| 


er 


a a ee ee ee a ae 








‘. i 
> 2Se8S28.. 


~ 


~= 


gone 
: ss 


oor 
SES.2S cc: 


Pht ae P 


i 
n° 


ae 


eo 


s: sno bo 


eo? & Sestaeg: 























ae 


Happening in Washington 
(Continued from page 189) 
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speech in which he urged the work- 
ers and the farmers to unite in their 
wrath and strength and push on the 
revolution was a little too much plan- 
ning for his boss in the White 
House, who has hitherto considered him 
the real prophet of the New Deal. Tug- 
well is believed in Washington to have 
planned his resettlement job into paraly- 
sis. It is reputed to be nearer to 
strangulation by red tape than any 
other government enterprise. 

Gossip has it that he is in dire 
danger of being sent back to Colum- 
bia to plan nothing more important 
than curricula. I don’t believe it, 
but I do believe that he will be less 
articulate than hitherto, as the re- 
sult of a little planning by F. D. 
He wouldn’t give up his job of 
planning a new life for 500,000 
farmers and a lot of other unfortu- 
nates even at the cost of loss of free- 
dom of speech. 








Answers to Inquiries 
(Continued from page 222) 


America’s Finest 15 Cent Cigarette 


_— have found the mildness 
of cigarette smoke depends not 
on the tobacco but on its prepo- 
ration. The smoke from your 








“Call for 


PHILIP 





Philip Morris cigarettes has been 
proven definitely and measur- 
ably milder than from ordinary 
cigarettes. This fact has been 


the medical profession. 


presented to, and accepted by, 
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higher prices and strong demand for 
products of mines likely to continue and 
some considerable further revival indi- 
cated for the building industries as well 
as better progress in the other lines 
served, we are sufficiently confident of 
the longer term outlook for Ingersoll- 
Rand to advise continued retention of 
your holdings. 


F. W. WOOLWORTH CoO. 


It seems to me the announcement of 
Woolworth’s plans to merchandise items up 
to 40 cents has not been reflected in the 
market action of its stock. Would you care 
to comment on the possibilities under this 
new plan, and the speculative and invest- 
ment outlook?—A. E. T., Utica, N. Y. 


As you state, the announcement that 
F. W. Woolworth Co. may increase 
the price range on merchandise handled 
to 40 cents has as yet found little re- 
flection in the market price of the com- 
pany’s stock. It is well to bear in mind, 
however, that few of the company’s 
stores now include the higher priced 
line of merchandise, its success being 
tested principally in certain sections of 
Canada. More recently the company is 
understood to have introduced the line 
in one of its Buffalo stores. It will be 
remembered that in 1932 Woolworth 
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departed from its long established prac- 
tice of only handling articles selling at 
5 and 10 cents by including 15- and 
20-cent items in certain of its stores. 
The success of this move was so marked 
that it was not long after that the 
higher priced merchandise was being 
handled by all stores comprising the 
chain. Changing conditions have virtu- 
ally forced Woolworth to handle higher 
priced lines, since this is already being 
done by many of its competitors, while 
the regular department stores often 
feature low priced items with little 
thought of profit but rather to attract 
trade to the higher priced merchandise 
handled. For the first ten months of 
the current year, dollar sales of Wool- 
worth were 1.14% below those of the 
like interval a year earlier. Neverthe- 
less, some slight improvement over the 
preceding year was registered during 
the month of October and with profit 
margins higher as a result of the elim- 
ination of code restrictions, earnings 
for the full year should compare favor- 
ably with those for 1934, when the 
equivalent of $3.31 a share was re- 
corded. The company’s British subsi- 
diary is understood to be showing very 
satisfactory results so that increased 
earnings from this division seem a 
logical expectation. In consideration of 
the well protected return afforded by 


the stock, we feel that retention is the 
best course for you to follow, especially 
since earnings expansion is indicated 
both by most recent sales reports and 
the higher priced line of merchandise to 
which you refer. 


GENERAL FOODS CORP. 


Please give me your frank opinion of 
General Foods. I bought 100 shares sev- 
eral months ago in the belief it was be- 
hind the market, and have been disap- 
pointed in its action since. Do you recom- 
mend its inclusion in a 1936 investment 
program?—B. C. A., New York City. 

Despite a larger dollar volume of 
sales, General Foods Corp. reported for 
the nine months ended September 30, 
1935, net profit of $8,770,437, equal to 
$1.67 a share, a decline from $9,031,- 
734 or $1.72 a share for the correspond- 
ing period of 1934. Price reductions on 
certain of the company’s products have 
been a factor in the lowered earnings, 
as well as higher costs for labor and 
material. Even with the smaller profit 
shown for the 9 months, earnings so far 
this year have covered the proportion- 
ate dividend requirements by a substan- 
tial margin and as the company’s fi- 
nances have been maintained in an en- 
tirely satisfactory manner, we feel no 
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apprehension concerning the mainten- 
ance of the regular $1.80 annual divi- 
dend rate. Stockholders are assured of 
full participation in the company’s earn- 
ings since there is no funded debt nor 
preferred stock ahead of the common. 
General Foods prepares and sells about 
eighty widely-advertised food products 
distributed in packages, and has made 
excellent progress in promoting the sale 
of its quick-frozen foods under the trade 
name “Birdseye.” It retains its position 
of unchallenged leadership in its field. 
With evidence of larger public purchas- 
ing power during early future months 
and higher prices for food products 
tending to offset the higher costs which 
have handicapped the company in the 
recent past, earnings for the full year 
should at least equal those for 1934. 
We are optimistic toward General 
Foods, even though the stock has been 
somewhat sluggish marketwise. For 
your 1936 investment program, we feel 
that your 100 shares of General Foods 
deserve a place in your portfolio. 


GENERAL AMERICAN TRANS- 
PORTATION CORP. 


I have 299 shares of General American 
Transportation bought at 38. This issue 
does not appear to be a particularly dynamic 
berformer, and I am wondering if it can 
do better in the months ahead—R. T. U., 
St. Louis, Mo. 


We do believe that General American 
Transportation Corp. can do better in 
the months ahead, and that the stock 
merits retention from these levels. This 
company, through subsidiaries, manufac- 
tures, rebuilds and repairs freight cars 
of every description. In addition, the 
company controls and operates under 
various terms of lease, refrigerator cars, 
various types of tank cars; and its 
supplying of refrigerated cars for the 
shipment of food products has proved 
to be a most important division of the 
company’s business. In spite of the in- 
creasing demand from that source, earn- 
ings for the first nine months of this 
year amounted to $1,449,825, equiva- 
lent to $1.77 a share on the common 
stock against $1,879,583 or $2.30 per 
common share for the same period of 
last year. However, at the year-end, 
cash and marketable securities alone 
amounted to over $5,000,000, where- 
as total current liabilities were only 
$2,595,132, and from this point 
on we do feel that the earnings 
trend of the company is definitely up- 
ward. This company’s fleet of cars is 
estimated at over 55,000 which makes 
it the largest in the world, covering 
operations not only in the United States 
but Canada and Continental Europe as 
well. In explaining the lower earnings 
to date this year, the management has 
stated that this figure reflects the fact 


that the manufacturing division was 
very active during the third quarter, 
but that this particular phase of the 
company’s business will be curtailed 
during the remaining fourth quarter. 
In addition, fourth quarter results 
should be helped materially by the de- 
livery of 1,500 cars to Chesapeake & 
Ohio and, of course, the subject com- 
pany can be expected to profit through 
the renewed equipment buying of the 
carriers. Currently, business is reported 
to be improving and on a profitable 
basis, which quite conceivably might 
run right through 1936. 





MINNEAPOLIS-MOLINE POWER 
IMPLEMENT CoO. 


I have about 10 points profit on my 
Minneapolis-Moline Power Implement pre- 
ferred and am wondering whether the out- 
look for the company is such as to justify 
the expectation of greater appreciation 
later on—lW. H. K., Cleveland, Ohio. 

As you know, Minneapolis-Moline 
Power Implement Co. manufactures a 
well diversified line of agricultural im- 
plements and machinery, in addition to 
power machinery for farms, road work 
and a number of industrial fields. 
Also, the company is an important 
tabricator of structural steel, the bulk 
of this product being used in the con- 
struction of highway bridges. How- 
ever, the manufacture and sale of farm 
machinery is by far the most important 
activity of the company, accounting for 
some 70% of total volume. Sizable de- 
ficits were sustained by the company 
during the years 1931-34, but consid- 
erable improvement is understood to 
have been recorded this year, although 
no official statements of earnings have 
been released. Sales during the first 
five months of the year are said to 
have exceeded the total volume for 
the entire year 1934. Also, collections 
showed a notable improvement, having 
run approximately 80% ahead of the 
preceding year. As of December 31, 
1934, current assets of the company 
totalled $10,057,000 against current 
liabilities of $561,000. Current assets 
included $1,102,000 cash and Govern- 
ment securities. The company is con- 
servatively capitalized, having no funded 
debt preceding the 100,000 shares of 
preferred. No dividends have been 
paid on the $6.50 preferred stock since 
May, 1931, and accumulations on that 
issue totalled $27.13 per share as of 
August 15, 1935. Prior to the depres- 
sion, the company covered preferred 
requirements by a wide margin, having 
averaged approximately $20 per share 
annually for the five years 1925-29. 
With the company’s business currently 
on the upgrade and with the long 
term outlook distinctly promising, re- 
sumption of dividend payments on the 
preferred is believed a logical expecta- 


tion. Thus, we do not feel that you 
should liquidate your holdings here de- 
spite the appreciation already enjoyed. 


YOUNGSTOWN SHEET ©& TUBE 
CoO. 

I am certainly pleased that I held my 
Youngstown Sheet & Tube common stock 
on your advice when I was thinking oj 
selling at 20 last December. Do you look 
for similar progress in the coming years 
—N.V.C., San Antonio, Tex. 


Frankly, we do feel that Youngstown 
Sheet & Tube Co. is likely to have a 
more profitable year in 1936 than re- 
sults of this year may indicate. Even 
though the company operated in the 
red for the first nine months of this 
year—the deficit amounting to 43 cents 
a share on the common stock—never- 
theless, this is considerably less than the 
loss amounting to $1.91 a common 
share for the same period of 1934. 
Even though large pipe and _ similar 
goods still constitute one of this com- 
pany’s leading products, nevertheless, 
during the past year, an able and far 
seeing management felt that the auto- 
mobile industry might possibly show a 
quicker recovery than the oil and other 
industries using pipe might, and conse- 
quently, modernized and mechanized 
its various sheet mills by the installation 
of equipment for rolling steel for the 
automobile industry. As a matter of 
fact, earnings from this division of the 
business amounted to a net profit of 
$574,799 in the third quarter which 
compares very favorably with the $128,- 
758 for the second quarter and a net 
loss of over $1,250,000 for the third 
quarter of 1934. At the present time, 
there are indications that earnings will 
be sufficient for full dividend coverage 
requirements on the 150,000 shares of 
$5.50 cumulative preferred stock this 
year. And if that is possible, this will 
be the first time since 1930. While 
we do not expect the resumption of 
dividend payments on the common 
stock over the near term future, and 
while we feel that the current price of 
the shares does discount a great deal 
because of their sharp market advance, 
nevertheless, we are inclined to believe 
that over the longer pull the stock does 
have very interesting possibilities in the 
steel group. 


SUN OIL Co. 


In 1934 I bought 100 shares of Sun Oil 
around 56 on a recommendation in your 
Magazine. Recently I was told net profits 
for this company have been reduced by 
higher taxes and lower prices. In view 
of this I will appreciate your comments. 
—N. S. D., Chicago, Ill. 


It is true that because of the reasons 
mentioned by you, earnings of Sun Oil 
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have fallen off somewhat. As a matter 
of fact, for the first six months of this 
year, the net income amounted to $3,- 
157,863, equivalent to $1.52 a share on 
the common stock as against $3,818,- 
018 or $2.05 a share for the first half 
of 1934. In spite of this, however, an 
excellent financial position has been 
maintained, and as of June 30, current 
assets of $27,541,391 included cash of 
$4,984,677, and this item of cash alone 
amounted to over half current liabili- 
ties of $9,128,247. Of course, it is 
well to bear in mind that gasoline prices 
during the first few months of this 
year were low, and suffered severely 
from the effects of the gasoline war in 
the latter part of 1934 especially, which 
affected this company rather severely in 
eastern Pennsylvania and New Jersey. 
This company has pursued a definite 
expansion and development program in 
recent years as a result of which the 
concern has established itself as a fully 
integrated unit which draws its supplies 
from owned or controlled acreage in 
the Southwest. As a matter of fact, 
this expansion and development in 1934 
alone cost the company $7,700,000, fol- 
lowing an outlay of $6,250,000 (ap- 


proximately) in 1933, and $5,200,000 | 


in 1932. Reduced to terms of per- 
centages for 1934 alone this amounted 
to 39% of expenditures going into pro- 
duction. The company has a funded 
debt amounting to $6,500,000 and 99,- 
915 shares of $6 preferred stock ahead 
of $1,822,905 shares of common stock. 
With the statistical position of the in- 
dustry showing steady improvement, 
the shares of this well integrated unit 
should do better marketwise and re- 
tention is therefore advised. 


NATIONAL CASH REGISTER CO. 


I hold 100 shares of National Cash Regis- 
ter which shows only 4 points profit in the 
months I have held them—during which 
time many stocks in its price range have 
shown much better advances. Would you 
advise further retention, or do you think 
@ switch advisable?—T. I. P., San Fran- 
cisco, Calif. 


Due to the failure of National Cash 
Register Co. to report earnings im- 
provement comparable with that of the 
vast majority of industrial concerns, its 
stock has naturally tended to lag mar- 
ketwise during recent months. The re- 
port of the company for the nine 
months ended September 30, last, 
showed a net profit of only $993,754, 
equivalent to 61 cents a share, against 
$1,229,751 or 75 cents a share for the 
first nine months of 1934. The com- 
pany normally sells approximately 50% 
of its products in foreign markets which 
are naturally restricted by political and 
exchange difficulties. As a matter of 
fact, the company was unable to realize 
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Seals help you protect your 
"jewels" from this disease. 
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These are my jewels," said 
Cornelia, presenting her two sons, the Grachii. 
Through the ages her proud boast has been 
the symbol of parental love. Today one of 
the duties of that love is to protect children 
from their arch foe, tuberculosis—the great- 
est cause of death between the ages of fif- 









The National, State and Local 
Tuberculosis Associations of the United States 





last year on its sizable investment in 
Germany due to the transfer morato- 
rium. The company’s German interests 
have since been segregated so that earn- 
ings from that source do not now show 
in earnings of the parent organization. 
However, we understand that the busi- 
ness done in that country during the 
first half of the current year was double 
that of the first six months of 1934 
and with ultimate lifting of exchange 
restrictions, the parent company’s earn- 
ings should reflect this improvement. 
As for the domestic business of the 
company this is said to have shown a 
26% increase during the month of 
September over the same period a year 
earlier, while the improvement for the 
nine months averaged 14%. Sales 
gains in England also have been pro- 


nounced. Thus, earnings during the 
September quarter of this year topped 
those of the same period a year ago 
by the equivalent of 14 cents a share, 
and indications are that results for the 
full year should exceed the 68 cents a 
share shown for 1934. The company 
has been active in the development of 
new machines, for which there is an 
ever expanding demand both in this 
country and abroad. Considering the 
concern’s leading position in its field, 
capable management and strong finan- 
cial status, we believe that further im- 
provement in the general business situ- 
ation will enable the company to so 
increase its earnings as to support sub- 
stantially higher prices for its stock 
and accordingly favor maintenance of 
your long position in the issue. 
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Merchandising Companies 
Stimulated by Wave of 
Public Buying 
(Continued from page 213) 








that within a reasonable time it can 
approach the 1929 profit ratio of 6.7% 
on sales and thus equal or exceed 1929 
net of $6.62 per share. On such prob- 
ability the stock is not out of line around 
the present quotation of 67. 


J. C. Penney 


A relatively young enterprise as com- 
pared with Sears, Roebuck or R. H. 
Macy, the J. C. Penney Co. is a notable 
example of what top-notch merchandis- 
ing management can do, no matter how 
crowded the competitive field. As late 
as 1915, Penney was a little known 
enterprise operating 86 stores and hav- 
ing sales of less than $5,000,000 a year. 
By 1925 it had increased its chain to 
676 stores and annual volume to $91,- 
000,000. Expanding rapidly in the 
high-cost years of the late ‘20s, the 
years pre eyad jue number of stores 
again dou and volume u - 
000,000. isin 

That the company’s great expansion 
of the boom years was soundly con- 
ceived is conclusively proven by the 
record. With depression curtailing 
sales and falling prices cutting into 
profit ratio, earnings in 1932 fell to 
$5,000,000, as compared with 1929 
high of $12,413,000, but even so were 
larger than in any year prior to 1925. 
With the turn of the economic tide, 
moreover, sales and profits recovered 
sharply in 1933 and 1934. Both, indeed 
attained new all-time highs last year 
at $212,000,000 for sales and $16,- 
147,000, or $6.29 per common share 
in profits. 

Penney deals chiefly in moderate 
price apparel and dry goods, with ap- 
proximately 1,465 stores, some in each 
state but the heaviest representation in 
the West and Middle West. Like Sears, 
Roebuck, it has promptly reflected re- 
covery in farm income and industrial 
payrolls. Rather more than Sears, 
however, it is sensitive to price fluctua- 
tions in textiles, which constitute its 
biggest field. Favorable price factors 
played a part in the excellent Penney 
earnings of 1933 and 1934, profit ratio 
per dollar of sales in 1933 having been 
7.990 and in 1934 7.6%. For 1929 
this ratio was 5.92% and its average 
for the seven years 1922-1928 was 
6.87%. 

For the first half of this year Penney 
sales were up 3.3% but net was off 
15%, or from $2.59 to $2.17 per 

-share. The change probably reflects 
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chiefly less favorable price spreads, sug’ 
gests that the high profit ratio of 1933 
and 1934 probably should be considered 
abnormal and leads one to conclude that 
any substantial gain next year will 
depend on greater sales, more favor- 
able price trends in textiles and textile 
products or both. 

For the first nine months of this 
year sales were up only 3.9% or less 
than the aggregate gain in merchandis- 
ing over this period. The present pros- 
pect, however, is for firming price ten- 
dencies in apparel. 

Earnings this year probably will fall 
moderately under the record of $6.29 
per share of last year and that they will 
show substantial gain next year is 
highly conjectural. Financial position 
is notably strong, and there are no 
obligations ahead of the common stock, 
all preferred shares having been retired 
out of earnings in recent years. 

A $2 dividend is paid and at the 
close of last year $2 extra was voted. 
Despite moderately lower earnings, 
some extra also would appear justified 
this year. With the stock currently 
around $85 per share, the market evi- 
dently accords some premium for the 
quality of the enterprise. 








Foster Wheeler Corp. 
(Continued from page 216) 








loans and no funded debt. In the 
company’s peak year—1930—the com- 
mon stock earned $6.05 a share while 
earnings in 1928 and 1929 were equal 
to $3.10 and $6.05 a share, respectively. 
Recently quoted at 23, the shares are 
speculatively evaluated on the strength 
of the company’s more promising pros- 
pects, but viewed in the light of some- 
what longer term potentialities they 
invite favorable consideration. 








Building Boom Hinges on 
Private Lenders 


(Continued from page 195) 








is 6.22 per cent, which is generally 
considered sufficient to yield the ulti- 
mate owner of funds approximately 5 
per cent and still constitute an easily 
endurable burden for the home owner. 
It is pointed out that in the Federal 
Savings and Loan Associations even a 
6 per cent loan amortized over 20 years 
involves a total finance charge per 
month of only $7.17 on a 20-year basis. 
Such amortization loans have practically 
been unknown in America in the past, 
and the general tendency of all lending 





institutions now is to shift over from 
the short-time mortgage to the long-time 
amortized mortgage. In this connection 
it should not be forgotten that mortgage 
money deposited in the building and 
loan associations and other qualified 
institutions may be insured up to $5,000 
in the Federal Savings and Loan Insur. 
ance Corporation. Also to be remem: 
bered is that these savings institutions 
may borrow as much as a billion dollars 
from the Home Loan Banks, unborn in 
the last boom. 

The low returns on Government 
securities, the scant dividend rates of 
the corporations and the virtual disap. 
pearance of bank interest on deposits 
has aroused keen interest in building 
loans. Many building and loan asso- 
ciations already have been impelled to 
limit the amount of individual deposits, 
pending the coming demand for funds. 
Individual lenders are besieging the 
banks and mortgage companies for good 
mortgages. The flight from real estate 
has entirely ceased, prices are beginning 
to rise, and the old American belief 
that real estate is the basis of all wealth 
is surging back. 

The general outlook for residential 
building, then, is that 1936 will be a year 
of sharply increased building activity; 
that compensatory residence building 
may proceed at a rate which may aver- 
age 600,000 residence units a year for 
many years; that building credit will 
be abundant and at rates satisfactory 
tc both lender and borrower, and that 
the cost of housing will be somewhat less 
than was formerly the case. 

When residences are building in such 
volume other private building will re- 
spond automatically; it needs no partic: 
ular coddling or guiding in such times. 
All the capital or producers goods in- 
dustries will expand, build and rebuild. 
When such a revival coincides with a 
residence building boom, it is not too 
much to predict that all building and 
construction records will be surpassed, 
especially as there is little doubt that 
public works, now proceeding at the 
rate of about $2,000,000,000 a year, 
will likely continue indefinitely at 
around $500,000,000. 

The sequences of such a construction 
expansion would be felt in every indus: 
try and business. Steel, lumber, cement, 
stone, brick, tile, glass, copper, lead, 
brass, nickel, zinc, tin, hardware, furnt 
ture, floor coverings, paint, varnish, 
electrical and other household equip: 
ment and the utilities, etc., would re 
spond with a spurt. The railroads 
would be lifted out of their rut of in 
sufficient traffic, railway equipment 
would flourish and motor trucks would 
multiply. Buying ability would swell 
everywhere, production leap forward, 
wages climb, dividends mount—and 
America’s capacity to produce and con 
sume tested as never before. 
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Great Promise in Chemistry’s 
Latest Progeny 


(Continued from page 202) 








then placed in ovens for the curing proc- 
ess. After several days these molds are 
removed and the result is rods, bars, 
tubes, sheets, and cylinders in whatever 
colors are desired, even pastel shades. 
This plastic material has great tensile 
and compressive strength. It may be 
opaque, transparent, or translucent. It 
is odorless, tasteless, acid and heat resist- 
ing, non-inflammable, polishes easily, is 
dielectric, absorbs little moisture, and 
will not chip. The cast phenolics are at 
some disadvantage when complicated 
shapes, accuracy or thin sections are 
required, but they machine much like 
brass or wood, or can be cut, sawed, 
or turned on a lathe. Because of the 
striking color effects achieved with this 
plastic it is used extensively for costume 
jewelry, buckles, bracelets, necklaces, 
earrings, bar pins, and other accessories 
to feminine charm. It is also made for 
clock cases, lamp bases, knife handles, 
electrical appliances, household items, 
umbrella handles, vanity cases, hard- 
ware and similar articles. About 
70 per cent of this type material is 
produced by the American Catalin 
Co. In 1930 more than 60 per cent 
of the company’s sales were to the 
novelty trade, and 40 per cent for 
general industrial purposes. Today 
about 70 per cent of its business is 
for industrial use. Five years ago it had 
25 dies for molds, today it has 2,500 
dies. Also active in the production of 
cast resins is the Marbelette Co., and 
the Fiberloid Co. Du Pont and Bake- 
lite produce cast phenolics but not.on a 
large scale. 

The fifth type of plastics is the urea- 
formaldehyde, which was also intro- 
duced in 1929. Urea, derived from 
ammonia, is mixed with formaldehyde 
and a cellulose filler to produce a mate- 
rial that is perhaps best known under 
American Cyanamid’s trade name of 
Bettleware and Toledo Synthetic Prod- 
ucts Co.’s (subsidiary of Toledo Scale 
Co.) trade name of Plaskon. Another 
urea product is made by the Unyte Co. 
for the General Car Heating & Light- 
ing Co. These several urea plastics are 
notable for their decorative importance 
and for their value in the form of 
household articles such as tumblers, 
stove hardware, lamp shades, radio and 
clock cases. Like cast phenolics and 
caseins, and unlike molded plastics and 
cellulose nitrates, the ureas cannot be 
reformed after once being molded. 

The laminated plastics are phenolic 
or urea products which are so combined 
with paper or fabric that they are in 
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some respects stronger than cast iron 
and have a greater tensile strength than 
aluminum, though weighing only half 
as much. Tough as hardwood, resilient 
and flexible, impervious to water, alkalis 
and heat, this material has a glass 
smooth finish in any color or design. 
Laminated plastic is used for switch- 
board panels, restaurant table tops, 
soda fountains, bathroom walls, fire- 
places, wall board, and the exterior of 
smart shops. It gives a surface imitat- 
ing onyx, marble or wood. It is good 
facing material since it can be glued or 
cemented on wood or metal. Under 
the trade name Micarta, Westinghouse 
manufactures a material of this kind 
which U. S. Plywood Co. distributes. 
General Electric’s Textolite and the 
Formica Insulation Co.’s product are 
other widely employed laminated plas- 
tics. Others engaged in its production 
on a smaller scale are Continental Dia- 
mond Fibre Co., Spaulding Fibre Co., 
The Synthane Co., Panelyte Co. (sub- 
sidiary of the St. Regis Paper Co.), 
Taylor & Co., Mica Insulation Co. and 
the Richardson Co. of Chicago. Much 
of Westinghouse’s and General Elec- 
tric’s output is used in their own prod- 
ucts. American Catalin are also get- 
ting into this field. 

For those interested in the investment 
possibilities of this industry several fac- 
tors stand out. In the first place, there 
is no large amount of skilled labor re- 
quired to manufacture plastics. Most 
of the skill is exercised by a few chem- 
ists in the laboratory. Second, the in- 
vestment in equipment and machinery 
is not great. Third, since most plastics 
are made to color and design specifica- 
tions inventories are low and the turn- 
over rapid. Moreover, production is 
thus kept close to demand. Incident- 
ally, standardization of sizes and designs 
has been accomplished insofar as prac- 
ticable. Finally, raw materials are 
standard, abundant and moderate in 
price. Nevertheless, one specter looms, 
perhaps faintly, before every company 
manufacturing plastics. That is, there 
is always the chance that the chemists 
who conceived the industry may some 
day unconsciously commit industrial 
patricide by developing other and en- 
tirely different products that would in 
time replace plastics. Still, today almost 
every industry has much the same 
specter before it in one form or other. 

On the more positive side we have 
hardly more to do than contemplate 
the amazing variety of uses to which 
plastics have already been put within 
the past five years. The industry appar- 
ently has not yet garnered all the game 
from the fields it has been invading. 
Many fabricators have still to adapt it 
to their products. Since some plastics 
can be modified in about thirty ways it 
is possible for one kind of plastic mate- 
rial to be used in the manufacture of 











A TOTALLY DIFFERENT | 
STOCK MARKET SERVICE | 


The demonstrated usefulness of the 
Gartley Weekly Stock Market Re- 
view is now supplemented by an 
entirely new and advanced Gartley 
technical stock market service. 


This combined service represents 
the result of twenty years of unre- 
mitting study of stock price trends 
from the technical viewpoint of 
market interpretation. The Weekly. 
Review gives you a continuous tech- 
nical analysis of these trends plus 
the Gartley conclusions as to prob- 
able variations. The additional ser- 
vice now included with your sub- 
scription endeavors to teach you 
how to recognize these trends and 
how to interpret them in terms of 
when and what to buy. 





Equipped with this new combina- 
tion service you should be in a posi- 
tion to decide for yourself when 
and what to buy and sell. 


If you are interested in becoming an 
informed and decisive trader, you 
should write now for our interesting 
booklet and a sample copy of the 
Gartley Weekly Stock Market Re- 
view, which will be sent to you upon 
request without any obligation. 
(Address Department W.) 
H. M. GARTLEY, INC. | 
75 WILLIAM STREET, NEW YORK ) 
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—T WC PFD 28-71— 


What was last month’s market sensation? 
Twin City Rapid Transit Preferred. Opened 
the month at 38. Nov. 30 sold at 71. 


Did TTFB give this stock to their sub- 
scribers? 


We did, just as we have given numberless 
similar profit-making opportunities to our 
subscribers in advance. 


Our Special Wire of Oct. 21st said:— 
“TWC Pfd likely to skyrocket on 
splendid earnings.” 


CLOSED THAT DAY AT 30. 
And we continued Bullish, 


Nov. 23—last sale——16; we said: 

“Have very Bullish intimations and 
would hold TWC pfd.” 

Nov. 25— that day 46%34-54—we said: 
“Strength in Common seems to confirm 
continued bull trend in TWC pfd. 
Earning its $7 and entitled to over $25 
per share in arrears.” 


Nov. 29— closed at 70; we said: 
“Another skyrocket move. We have 
over 40 points profit in first bought 
stock. In all conscience that would 
seem enough. By no means do we want 
to overstay this move.” 


OPENED NEXT DAY AT 71 AND 
THEN BEGAN TO BREAK. 
This Bureau has an established record of 
NOSING OUT THE REALLY BIG OPPOR- 

TUNITIES IN THE MARKET. 

We still think our Service the best in 
the Street. 

“Nuf Sed.” Send $10 at once for special 


ene month trial subscription with NEW 
AND BIG PROFIT-MAKING SUGGESTIONS. 


Town Topics Financial Bureau 
Organized 1889 
16 Beaver St., New York, N. Y. 
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five hundred different articles. It is a 
good sign that the industry is not merely 
content to replace older materials; it is 
aggressive in striving for and urging 
upon users new effects. The modern 
trend toward varied colors and unique 
Gesigns makes the path easier. 

Although it would be hazardous and 
useless to prophesy the future of this 
industry, it would also be foolish nar- 
rowly to limit its potentialities. For 
example, hardware is a field that might 
do well by itself in using more plastic 
materials. Much the same is true of 
various household items and modern- 
istic furniture. The fact that plastics 
are effectively employed for panels, 
table tops, soda fountains, doors, and 
the exteriors of shops is evidence that 
the architects and builders might guide 
the industry to new triumphs. Surely 
any substantial inroads upon the billion- 
dollar building materials industry 
should prove of far more than casual 
importance. In any case, it is clear 
that the chemists of the plastics indus- 
try are not yet finished the intensive 
and extensive work they started at the 
close of the World War. 








The Farm Tractor Takes 
Wings 
(Continued from page 200) 





clover huller business, 1931; B. F. 
Avery & Sons, Inc., assets in South 
America, 1932, and Ryan Grader Co.’s 
road grader business, 1932. 

Without going into the long list of 
products manufactured under these 
groups it will be evident that the com- 
pany appears to be set up to profit by 
any continued upturn in_ business, 
whether of public or a private nature. 
The range of the stock this year has 
been from a low of 12 to a high of 
37/—an extraordinary jump if the 
company were still to be included ex- 
clusively in the list of heavy industries. 
The tractor business, however, cannot 
be put into that category, since the 
company reports that most of its sales 
are being made for cash. 

Allis‘Chambers got the jump on all 
of its competitors by nearly three years 
in that business. It is just as far ahead 
of them on the application of low pres- 
sure tires to other types of farm ma- 
chinery. Farmers are “in the money” 
now, and doubtless will continue to be 
tor at least one year. Whether the 
heavy industries pick up or not—and 
the indications are that they will—the 
single implement end of the business is 
certain to represent an even larger per- 
centage of the total volume during that 
period. 

The company is now working on 


various electrical and hydraulic equip- 
ment orders for several of the large 
Federal projects. Profit from this end 
of the business will take a longer time 
to show than the quick farm implement 
sales. The combination of the two, 
however, would seem to make the stock 
now selling around 32 on the New 
York Stock Exchange, worth considera- 
tion either as a speculative proposition 
or for the long pull. 





Bonds for Income and 
Speculation 


(Continued from page 204) 








funds. In addition to being secured by 
a first mortgage on the company’s entire 
physical property, the bonds are ac- 
corded ample protection by the margin 
of safety with which interest require- 
ments have been regularly earned. 
The company, a subsidiary of Ameri- 
can Power & Light Co., owns or con- 





Florida Power & Light Co. 
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Amount Outstanding ............ $52,000,000 
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trols properties engaged in supplying 
electricity, gas and other utility services 
to 153 communities in the southern part 
of Florida, representing a total perma- 
nent population of some 400,000 
people. Included among these are most 
of the well known winter resorts. All 
of the company’s properties are located 
within the boundaries of the state and 
are, therefore, apparently beyond the 
jurisdiction of the Public Utility Act of 
1935. The first mortgage bonds are out- 
standing in the amount of $52,000,000 
which together with $22,000,000 of de- 
bentures, entirely owned by the Ameri- 
can Power and Light Co., comprise the 
entire funded debt. Capitalization is 
fairly well balanced with funded debt 
accounting for about 60% and pre- 
ferred and common stocks and surplus 
making up the balance. The company 
owed the parent organization $2,515,- 
000, as of December 31, 1934, and there 
was an excess of current liabilities over 
current assets. The latter, however, is 
not unusual in the case of controlled 
operating properties jn the utility indus- 
try and finances appear sufficient for 
ordinary purposes. In the recent hurri- 
cane in Florida, the company is reported 
to have suffered a loss of about $750,- 


000 and doubtless it was necessary to 
further enlist the aid of the holding 
company. There is nothing, however, in 
this phase of the situation which would 
appear likely to jeopardize the position 
of the bonds in question. 

Annual interest requirements on the 
first mortgage bonds total $2,600,000 
and over the last five years available 
earnings have been better than twice 
this amount. Although earnings were 
somewhat lower in 1933 and 1934, in- 
terest coverage on the mortgage bonds 
in these years was 1.7 and 1.8 times re- 
spectively. In the current year, reven- 
ues and earnings have shown an encour- 
aging response to generally improved 
conditions and for the twelve months 
to September 30, operating revenues 
showed a gain of nearly $1,000,000 and 
income available for bond interest 
totalled $5,299,541 as compared with 
$4,169,876 in the same period a year 
ago. These revenues are without con- 
sideration of rate litigation in the city 
of Miami, for which a reserve of $845,- 
790 has been provided out of surplus. 

At recent quotations around 91, the 
bonds appear undervalued in compari- 
son with other issues of similar grade 
and, offering a yield of 5.5%, com- 
mend themselves as a desirable invest- 
ment opportunity. 





Significant Foreign Events 
(Continued from page 193) 








Canadian agreements with any non- 
British country. In exchange for these 
advantages the United States has ar- 
ranged to make no change in the exist- 
ing free list and to make duty reduc- 
tions on cattle, cream, potatoes and 
lumber; minor tariff readjustments on 
15 manufactured products including 
patent and harness leathers, acetic acid 
and whisky. 

The hounds of sectional interest are 
already baying at the Administration, 
egg producers in Wisconsin and New 
York, potato growers in Maine, ranch- 
ers in the West, lumbermen in the 
Northwest and South. Actually, duty 
reductions or quota increases are sO 
infinitesimal as to have little effect on 
domestic competition or price trends, 
with the possible exception of Canadian 
inroads into the timber market. 

The commercial treaty should be mu- 
tually beneficial and establish at least a 
starting point for the creation of broad- 
er commercial relations between two 
world markets which have perhaps the 
greatest potential capacity for sales ex- 
pansion. 

One questionable feature of the agree- 
ment from the standpoint of the United 
States is the inclusion of the most fa- 
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In the case of 
the Canadian Treaty, the United States 


vored nation clause. 


imports agricultural products from 
practically no other country, with the 
result that favored nation treatment in 
this instance will have no ramifications 
abroad. Under the unconditional most 
favored nation principle all tariff con- 
cessions granted to Canada will apply 
to all other nations except Germany, 
which has renounced her most favored 
nation pact. If we are embarking upon 
a foreign trade policy of bilateral agree- 
ments, logically there is no reason gra- 
tuitously to accord to a third party the 
same advantages which have been sacri- 
ficed for concessions from a single coun- 
try. Although the most favored na- 
tion clause appears in European treaties, 
its utility to all intents and purposes 
has become practically obsolete. Dis- 
criminatory sanitary regulations, arbi- 
trary classification of items in the tariff 
schedule, complicated specifications for 
marks of origin tend to nullify the re- 
ciprocal benefits of the most favored 
nation principle. 

Of graver immediate concern is the 
danger that the Treaty will be seized 
upon as an expedient political issue and 
arouse a dormant controversy on Free 
Trade versus Protectionism. Impar- 
tially the Treaty does all that could 
now be done, and it is to be hoped that 
criticism of the Agreement, both Cana- 
dian and American, will tend to destroy 
each other and allow the instrument to 
function without Congressional or Par- 
liamentary obstruction. 





Where Do We Stand in 
Business Recovery? 


(Continued from page 186) 





many of these having actually recovered 
normal physical volume of sales, though 
not, of course, boom-time dollar volume. 
Department stores sales on a national 
average will close the year around 83 
per cent of estimated normal and at a 
level more than 35 per cent above the 
depression low. 

Railroad car loadings for the first 
forty-six weeks of this year total 27,- 
982,859 cars, a gain of only 1 per cent 
over the comparable period of last year 
but an improvement of 7.4 per cent 
over the same period of 1933. The 
movement of miscellaneous freight, 
however, reflects the general business 
trend more accurately than total car 
loadings and this figure at present is 
running approximately 16 per cent over 
that a year ago and 22 per cent above 
that at the close of 1933. 

The output of electric power has es- 
tablished a new all time high this year, 
reflecting gains in commercial and in- 
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Dividends and Interest 








GENERAL 
MILLS, inc. 


Sis 4 30th Consecutive 


SS 
Preferred Stock Dividend 
November 25, 1935 
Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of $1.50 per share upon the preferred 
stock of the company, payable January 2, 
1936, to all preferred stockholders of record 
at the close of busi b 10, 1935. 
Checks will be mailed. Transfer books will 
not be closed. This is the thirtieth consecu- 








tive dividend on General Mills preferred. 
E. HUMPH 


(Signed) KARL 
Treasurer. 








WHY NOT 




















| DIVIDENDS | 


ARMOUR 4ND COMPANY 
(ILLINOIS) 


On November 22 a quarterly divi- 








dend of one dollar and fifty cents 
($1.50) per share on the $6.00 
prior preferred stock and a dividend | 
of one dollar and fifty cents ($1.50) 
per share on the 7% Preferred stock 
of the above corporation were de- 
clared by the Board of Directors, 
both payable January 2, 1936, to 
stockholders of record at the close 
of business December 10, 1935. 


E. L. LALUMIER, Secretary 





ARMOUR AnD COMPANY 
OF DELAWARE 


On November 22 a quarterly divi- 
dend of one and three-fourths per 
cent (134%) per share on the pre- 
ferred stock of the above corporation 
was declared by the Board of Di- 
rectors, payable January 2, 1936, to 
stockholders of record at the close 
of business December 10, 1935. 


E. L. LALUMIER, Secretary 

















THE BELL TELEPHONE COMPANY 
OF CANADA 


Notice of Dividend 


A dividend of one and one-half per cent (1.50%) 
has been declared payable on the 15th day of 
January, 1936, to shareholders of record at the 
close of business on the 23rd of December, 1935. 

F. G. WEBBER, Secretary. 
Montreal, November 27th, 1935. 

















QvimeRcAL Jyvestment [Rust 
CORPORATION 


Convertible Preference Stock, 
Optional Series of 1929, Dividena 


A regular quarterly dividend on the Convertible 
Preference Stock, Optional Series of 1929, of 
COMMERCIAL INVESTMENT TRUST 
CORPORATION has been declared payable 
January 1, 1936, to stockholders of record at the 
close of business on December 5, 1935, in Com- 
mon Stock ot the Corporation at the rate of 
5/208 of 1 share of Common Stock per share of 
Convertible Preference Stock, Optional Series 
of 1929, so held, or, at the option of the holder 
(exercisable in the manner stated in the Certifi- 
cate of Designation, Preferences and Rights of 
the Convertible Preference Stock, Optional 
Series of me in cash at the rate of $1.50 for 
each share of Convertible Preference Stock, 
Optional Series of 1929, so held. 

The Corporation at least five days before such 
record date will mail to Convertible Preference 
Stockholders who have not already a con- 
tinuing cash order with the Corporation notice 
of this dividend together with a form of written 
order which must be executed and filed with the 
Corporation on or before December 16, 1935 by 
any Convertible Preference Stockholder desiring 
that his dividend be paid in cash rather than in 
Common Stock. The transfer books will not 
close. Checks, stock certificates and ecrip will 
be mailed. 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.06 on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable January 1, 1936, to stockholders of 
record at the close of business on December 5, 
1935. The transfer books will not close. Checks 
will be mailed. 


Regular Common Stock Dividend 


\ regular quarterly dividend ofseventy-five cents 

per share in cash has been declared on the Com- 
mon Stock of COMMERCIAL INVESTMENT 
TRUST CORPORATION, payable January 1, 
1936, to stockholders of record at the close of 
business December 5, 1935. The transfer books 
will not close. Checks will be mailed. 


Extra Common Stock Dividend 


Anextra dividend of twenty-five cents per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable January 1, 1936 to 
stockholders of record at the close of business 
December 5, 1935. The transfer books will not 
close. Checks will be mailed. 

JOHN I. SNYDER, Treasurer 
November 21, 1935. 











THE ELECTRIC STORAGE BATTERY CO 


The Directors have this day 
leclared a Special Dividend 
of One Dollar ($1.00) per 
share from the Refund pay- 
ments recently recovered 
from tue Government on account of 
Excise Taxes illegally collected from the 
Company during the years 1922 to 1926, 
and the Directors have also this day de- 
clared a Final Dividend for the year 
1935 of One Dollar ($1.00) per share; 
making total dividends of Two Dollars 
($2.00) per share on the Common Stock 
and the Preferred Stock, payable Decem- 
ber 30th, 1935, to stockholders of record 
of each of these classes of stock at the 
close of business on December 3rd, 1935. 
Checks will be mailed. 

WALTER G. HENDERSON, Treasurer. 
Philadelphia, November 22, 1935. 











ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 

November 26, 1935. 
Allied Chemical & Dye Corporation has declared 
quarterly dividend No. 60 of one and three-quarters 
per cent. (1%%) on the Preferred Stock of the 
Company, payable January 2, 1936, to preferred 
stockholders of record at the close of business De- 

eember 11, 1935. 
W. C. KING, Secretary. 
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ACTIVE ISSUES 


Quotations as of Recent Date 








1935 
Price Range 
Re ———————. Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 95 32 9034 
Amer. Cyanamid B (.40).... 2934 15 291% 
Amer. Gas & Elec. (*1.40).. 4214 1654 387% 
Amer. Lt. & Tr. (1.20)..... 16% 754 14% 
Amer. Superpower... ‘ 344 ly 234 
Assoc. Gas Elec. “‘A”’ ‘s 2% yy 1% 
Atlas Corp. (t80c).......... a 733 «#18% 
pentabe tea dad gan Se YY 34 25, 
Cities Service Pfd.......... 3114 614 2614 
Commonwealth Edison (4).. 9834 4714 97 
Consol. Gas Balt. (3.60).... 90 625, 88 
Cord Corp. (+¢.25).......... 51% 2% 5\% 
See 27 7 2216 
Creole Petroleum.......... 2334 10 2314 
Distillers Cp. Seag......... 8734 461385 3634 
8 ES eae 114% 4% 7 
Elec. Bond & Share........ 2034 3145 154% 
Elec. Bond & Share Pfd. (6). 78 3714 72% 
Elec. Pr. Assoc. A (.32)..... My 215 14 
Ford Mot. of Can. “A” (114) 32% 2834 2615 
Ford Motor, Ltd. (10)...... 9% 873; 8% 


* Includes extras. { Paid this year. 


1935 
Price Range 
————. Recent 
High Low Price 
7114 34% #454 
4 13 


5 
7 
7 


Name and Dividend 


Ce ke ae 
Glen Alden Coal (*114)..... 2 
Great A. & P. Tea N.-V. (7). . 140 
CECE § ee 743¢—COG 
Hudson Bay M.&S........ 20 1 
SS ae 64 
Imperial! Oil (*.50)......... 2214 153 
Lake Shore Mines (*4)..... 58 453 
Mead-Johnson & Co. (*4)... 90 55 8734 


$3) 
8 

5 = 

a) 197% 

58 

4 

4 

8 





National Sugar Ref. (2)..... 35 21 2614 
Niagara Hudson Pwr....... 1054 214 :) 
Novadel-Agene (2)......... 40% 1834 39 
Pan-Amer. Airways (1) 4% 36 41 
Pepperel Mfg. (3).......... 914 §234 6734 
Pitts, Pl. Glass (1.60)....... 463; 97'% 
Sherwin-Williams (4)....... y 84 125 
South Penn Oil (1.60)...... wy 215g 2914 
Gg OSV a 36! 2734 382) 
United Lt. & Pwr. A........ 3% % 25% 
United Shoe Mach. (5)..... 863, 70 8515 
Walker Hiram H. W........ 3434 2234 313% 











dustrial consumption proportionate to 
the general business gain, plus sharp 
expansion in domestic consumption due 
chiefly to continued marked increases in 
the use of electric refrigerators. For 
the utilities, therefore, the year has been 
notable in seeing revenues increase 
faster than costs, in sharp contrast with 
both 1934 and 1933. 

In the financial field the year has 
enormously expanded the base for 
credit as reflected in huge imports of 
gold, record high gold reserves, record 
high bank deposits and excess reserves. 
This has been due to the combination 
of the Government's borrowing and 
spending policy and gold imports dur- 
ing the past two years at a rate of more 
than $1,000,000,000 a year. Foreign 
capital has been attracted by under- 
valuation of the dollar and by our im- 
proved economic status. Much of it 
has gone into American securities and 
this factor has played an important, 
though secondary part, in the notable 
recovery in stock prices during the year. 
This publication’s composite market in- 
dex at this writing stands at approx- 
imately 75, as compared with 55 at the 
start of the year, 43 at the low point of 
last March, 22 just prior to the bank- 
ing holiday in March of 1933, and the 
bear market low around 18 in the 
summer of 1932. 

_ In contrast with the great expansion 
in credit potential during the year, 
actual use of credit showed no signi- 
ficant gain. There was little change in 
the volume of bank commercial loans 
or security loans, and the velocity of 
bank deposits remained at an acutely 
depressed level. On the other hand, 
refunding operations assumed impor- 
tant proportions, proving that the 





SEC machinery is workable and pav- 
ing the way for an ultimate significant 
revival in new capital flotations, prob- 
ably beginning in 1936. At the same 
time mortgage credit loosened up all 
along the line, in marked contrast with 
the situation in either 1933 or 1934. 

Such, in summary, have been our 
chief gains. The setting for further 
advance appears highly propitious and 
we still have a long way to go, as is 
strikingly emphasized when we foot up 
our advance in terms of normal rather 
than in percentage improvement from a 
base of depression. While private resi- 
dential construction has doubled, it is 
no more than 20 per cent of what it 
used to be. While steel operations are 
up 25 per cent for the year, a further 
advance of more than 55 per cent would 
be required to take them to normal. 
Total foreign trade—exports and im- 
ports—is nearly $4,000,000,000, but it 
used to be more than $9,000,000,000. 
Car loadings are well up from bottom, 
but need a further 60 per cent improve- 
ment before they will be at normal 
levels. 

Farm income has had a great advance 
but is only about 60 per cent of what 
it formerly was in prosperous times. 
The capital goods industries in aggre- 
gate remain nearly 40 per cent under 
normal. The national income remains 
at only 60 per cent of normal. The 
stock market is only back to a level 
we thought very low in 1931. Many 
millions are still out of work. The 
Federal debt is at a record high. The 
Government’s cumulative depression 
deficit stands at about $14,000,000,000 
and will rise further. 

So—we'’re on our way, but just 
started. 


is more pronounced than ever and has 
brought a great volume of business to 
cutside die-casting concerns—Docehler 
Die Casting is one. The volume of 
rubber going in cars, other than in 
tires, continues to increase and is now 
fifty pounds or more per car. Steel 
tops are more general and increase the 
demand for steel about forty pounds a 
car. The new nickel-steel alloy pistons 
in the “Baby Lincoln” may well indi- 
cate an important trend away from 
aluminum. In cylinder heads also a 
copper alloy bids fair to oust aluminum. 

Another thing about the new cars 
which no ordinary customer ever sees, 
is that they more than ever bear the 
hand of the chemist. The surface treat- 
ment of metal surfaces by means of 
chemicals is a growing industry. Alu- 
minum pistons are being surface treated 
for hardness, while fenders and other 
cutside sheet metal is being surface 
treated in order to prevent corrosion. 
Synthetic enamels continue to displace 
the old nitrocellulose finishes. While 
still on the subject of chemicals, it is 
to be noted that the commercial gas 
companies will be beneficiaries of the 
growing tendency to weld joints, in- 
stead of riveting them. 








A Realistic View of the Steel 
Outlook 


(Continued from page 211) 





comparatively favorably situated. 

Unfortunately, however, this does 
not extend to their economic position. 
The railroads’ greatest need is more 
trafic. If they get this, there is no 
question of their spending the increased 
revenues on track and rolling stock. 
The majority of them have skimped on 
maintenance of all kinds for five years 
and are still skimping. 

There has been some improvement in 
carloadings this year, but for the first 
forty-six weeks the gain has been only 
1% over the comparable period of 1934. 
During the summer months, this year’s 
carloadings were under those of the 
summer of 1934 and it is only since the 
middle of August that the situation has 
swung noticeably in the other direction. 
From this it would seem that we can 
enjoy a very substantial recovery in gen 
eral business without a corresponding 
recovery in carloadings—a curious situ 
ation, which the increased use of trucks 
and other forms of transportation does 
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not explain e ntirely satisfactorily. 
There has, of course, been some buy- 
ing of track materials and equipment 
on the part of railroads during the past 
year or two—a good deal of it govern- 
ment-sponsored. Last year, for exam- 
ple, 31,366 freight cars and 703 pas- 
senger cars were installed. Up to the 
end of October, this year, some 8,000 
freight cars had been ordered. There 
are, however, reports that considerable 
business is pending and it is possible 
that 1935 may show total orders as high 
as 25,000 cars. But this is very sub- 
,ormal compared with past years. Be- 
tween 1922 and 1925, inclusive, the 
roads never installed less than 100,000 
cars and in one year, 1923, the installa- 
tions were well over 200,000. Between 
1926 and 1930, the average was in the 
neighborhood of 60,000. It would be 
possible to discuss passenger cars, loco- 
motives and track materials in the same 
way and arrive at the conclusion al- 
ready stated: that the railroads would 
be big buyers of steel if they only had 
more money and that the only likely 
way for them to obtain more money is 
through increased carloadings. This, 
in turn, depends upon further improve- 
ment in general business, although 
again, it is to be remembered, that the 
roads may continue to be a lagging 
feature of the recovery movement. 


The Outlook 


The railroad prospect and the pros- 
pect for large construction being what 
they are, introduces the interesting 
point of whether the present compara- 
tively high rate of output in the steel 
industry as a whole can be maintained. 
Virtually, we have a situation where 
the demand for light steels is carrying 
the industry. Can it continue to do 
this? It would seem so, for some time, 
at least. The demand for automobiles 
appears insatiable; the residential build- 
ing outlook is excellent with a tendency 
towards an increased use of steel; the 
household equipment industries certain- 
ly look as if they should do well; while 
the container companies should con- 
tinue to maintain operations at a high 
level. No, there is little with which to 
find fault in the outlook for light steels. 

This situation, of course, will have a 
strong bolstering influence on the in- 
dustry as a whole because, as has been 
said before, almost every company clas- 
sified as a heavy steel has also light di- 
visions. A number of companies at 
this moment are expanding their light 
divisions substantially. Hence, particu- 
larly should the much talked-of rise in 
Ptice materialize, it is possible that an 
icrease in heavy steel demand, smaller 
than now appears necessary, will bring 
to the heavy steels at least a measure of 
the Prosperity the stock market evi- 
dently expects. 
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There Will Be Strikes But— 
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who wanted to organize and were re- 
sponsible for me being removed out 
of town. 

“Would you believe it if I were to 
tell you that a man working in a non- 
union plant just prior to the N R A 
had eleven days coming as a roller on a 
big mill and he personally contacted me 
for the purpose of finding out whether 
or not the thousand-pound figures per 
gauge as they appeared in our official 
journal were correct, and I told him 
most absolutely they were correct, that 
they had to be correct. He said, ‘Well, 
if those figures are correct, the company 
owes me $124.’ Does that sound sur- 
prising to anybody here? He was short 
$124 for eleven days’ work. 

“We went to him on our bended 
knees, begging him to come into the 
crganization that would only charge 
him $1.50 or $2 a month. He said, ‘T 
would be glad to belong, but if I belong 
to that organization I would lose all 
that I have.’ That is pretty general in 
the steel industry.” 

Boiled down that means Mr. Leonard 
and his organization could not organize 
steel workers because the steel workers 
would not let them! The truth is that it 
was this attitude on the part of the steel 
workers and not the late Judge Gary 
that really broke the strike of 1919. 

For that strike there were months 
of organization. In the field there 
were hundreds of organizers. William 
Z. Foster, who led it, had so much 
money to spend he could not spend it 
all—to his everlasting credit he re- 
turned some $200,000 to the Federa- 
jon’s treasury. No such campaign is 
possible now. No such amount of 
money is available now. 

And this from John L. Lewis (page 
S 39, official proceedings) : 

“T have conferred with the officers of 
the United States Steel Corp. . . . and 
they have no more fear of the iron and 
steel workers annoying them than they 
have that the League of Nations will 
come over and impose a mandate or 
sanction upon them.” 

Why, therefore, should the big steel 
company heads lie awake nights? 

There is, however, one condition 
that may worry—conditions in the 
mills of the American Steel & Wire 
Co., where “company unions” have 
gotten out of hand and threaten to 
form real unions. 

So far as automobile and rubber 
workers are concerned, these have char- 
ters that follow the pattern laid down 
by the San Francisco convention. They 
do not like them. The membership is 
fading. Whether it would have, had they 
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had straight industrial charters such as 
Lewis et al would grant them, is a 
very large question. In the automobile 
industry in Michigan there are some 
14,000 tool and die makers, the really 
skilled men in the industry and _irre- 
placable. They do not like the Ameri- 
can Federation of Labor set up. They 
prefer, as do the skilled men in the 
craft unions, to go it alone, lest they 
be submerged in the mass of “hill billies” 
and “apple knockers” from the South 
who make up the majorities of automo- 
bile workers, and have their compara: 
tively high wages reduced to the level 
of the herd. So, they maintain their 


Mechanics Education Society. So 
skilled men of all types, men with real 
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trades, are out of the Federation organ- 
izations in automobiles and in rubber, 
some by choice, others by provisions of 
their charters. 

There is no reason for believing these 
charters will be changed or amended 
so that the most the industrial unionist 
can do is to urge these people to ac- 
cept what they have, and pile up a big 
vote, to help the Committee for Indus- 
trial Organization capture the next con- 
vention. 

Meantime the craft unions decline 
to be on the defensive. They will do 
their share of fighting if their leaders 
are to be believed. Less will probably 
be heard from them than the industrial 
union leaders. 

They have set up the most powerful 
publicity machine ever operated by labor 
unions manned by masters of the craft. 
From this machine will pour statements 
and addresses that may terrify some but 
really mean little more than pious hopes. 
From the craft unions will probably 
come little. Being on top they do not 
have to say so much. 

This is not because the craft union 
leaders hold Lewis and his group 
cheaply. They know Lewis to be a 
dogged fighter. They know Hillman, 
for years a favorite of Secretary of 
Labor Perkins, to be shrewd and con- 
ciliatory where Lewis is arrogant, in 
fact the abler of the two, and Dubinsky, 
a smiling little chap, can raise large 
sums of money—the Jewish needle 
tradesmen are notoriously good “givers 
up” when it comes to collections and 
assessments “for the good of the 
cause”; and, like the miners, adepts at 
mass organizing, which in plain Eng- 
lish, means the forcing of men to join 
organizations by display of force and 
arguments not always oral. His oppo- 
nents in the miners organization have 
year in and year out, charged that 
Lewis held his headship of that union 
by force. That men with “pocket guns” 
as the mountaineers term automatic 
pistols, have been more numerous on 
the stage of miners conventions, than 
officials, and that the approaches to the 
stage were fringed by armed men is an 
eld story. In justice to Lewis, however, 
it should be stated there were as many, 
if not more, armed men in the group 
opposing him, who might at any mo- 
ment, attempt to seize the platform, and 
precaution was justified if not neces- 
sary. 

Therefore it is not unlikely that 
when open clashes do come between the 
rival factions clubs will be trumps. 

So, by and large, it would seem likely 
that aside from local strikes that will 
burn out, there will be little difficulty 
in the so-called mass industries and 
many strikes by craft unions where in- 
dustrial unions cross their lines. 

To date the chief results of efforts 
of the industrial unionist have been to 
materially aid the craft unions. 
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The most important groups of these, 
the building trades, went into the At- 
lantic City Convention after a year of 
bitter battling among themselves, bat- 
tling so bitter men grown gray in the 
labor movement could foresee no end 
of, unless it be the end of the far-famed 
Kilkenny cats and the possible wreck- 
ing of the Federation. 

But in the face of the determined at- 
tack of the industrialists they closed 
ranks and did the impossible—agreed 
upon a plan for adjusting everything in 
dispute. 

So the American Federation of Labor 
continues to be controlled as it has 
from its birth by craft unions, despite 
the efforts of industrial unionists. 

That these will go a long way in the 
war on the craft unions and the pres- 
ent management of the Federation is 
proven by one incident in Atlantic 
City. 

The craft unionists in control had 
planned an amendment to the Consti- 
tution of the Federation banning all 
Communists from membership in any 
body affiliated with it. Representatives 
of the industrialists blocked this by serv- 
ing notice they would oppose such ac- 
tion. As they controlled 38 per cent 
of the votes in the convention, this, 
under the law requiring a two-thirds 
rate to amend, meant its defeat and a 
black eye for the conservatives. So in- 
stead a mild, meaningless resolution 
banning “proven Communists” from 
membership in state and city bodies was 
presented and adopted. 

This does not mean the industrial 
unionists are Communists or sympa- 
thizers with Communists. Per contra, 
most of them have had bitter battles 
with the men who take their orders 
from Moscow. But there was a chance 
to “kick the Administration in the face” 
as one industrialist put it. 

So it was administered and the in- 
dustrialists scored their one victory. 

With this fight raging it is difficult 
to see where there can be very much 
done in the way of organizing the so- 
called mass production industries and as 
difficult to see why the men who man- 
age these industries should become jit- 
tery. 


Unquestionably they will have un- 
rest to contend with. But as to seri 
ous trouble—that’s another story. 








As I See It 
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lar mind, and is her leader in fact, 
nevertheless he has the support of the 
most informed classes in Italy as well 
as the lower classes. His dream of con- 
quest does not center on Ethiopia. He 
probably has no more illusions about 
physical possibilities of that country 
than the other countries which ap- 
praised them and passed them by long 
ago. His eyes are on farther horizons 
and with an ambition worthy of an 
Alexander he foresees a literal Mare 
Nostrum and an ultimate Italian dom- 
ination of a good part of British Africa, 
and parts of Asia. Such visions may 
strengthen him in his present defiance 
of the roars of the British lion, but 
some knowledge of the latter's poten- 
tialities in comparison with his own 
must also have been considered. 

Surely Italian statesmen must be 
aware of the rate at which Britain has 
been turning out aircraft of late. They 
are cognizant of the power of the 
British fleet standing by under their 
noses. They well knew what may hap- 
pen in Egypt, the forerunner of which 
we have already seen in native upris- 
ings, just as they must know what ac- 
tion their operations around Lake Tana 
will occasion in the British Foreign 
Office. Yet they proceed. Mussolini 
continues supreme at home. No mur- 
murings against him are heard in 
either high circles or low, and the plan 
moves forward toward the next phase. 

What will check it—the rainy sea- 
son in Ethiopia, British resistance to 
the open threat offered to her world 
wide empire as Rome again aspires to 
dominance, or will Italy be forced to 
forego conflict because of inadequate 
supplies? 

It is a tense drama unfolding before 
our eyes, the final act of which no man 
can guess. 





MARKET STATISTICS 


N. Y. Times 


N. Y. Times ——Dow, Jones Avgs._—. ————50 Stocks. 


40 Bonds 
82.07 
82.46 
82.30 


147,06 
148.44 
146.65 
147.37 
144.61 
146.12 


144.72 
142.59 
143.38 


Monday, November 18 
Tuesday, November 19..... 
Wednesday, November 20.... 
Thursday, November 21 
Friday, November 22 
Saturday, November 23 


Monday, November 25 
Tuesday, November 26 
Wednesday, November 27... 
Thursday, November 28 
Friday, November 29 
Saturday, November 30 


142.34 
142.35 


30 Indus. 


Sales 
3,198,460 
2,883,380 
3,813,477 
3,280,280 
3,918,410 
1,819,130 


3,372,555 
2,331,650 
1,860,360 


High Low 
116.06 114.22 
116.42 114.64 
116.74 114.55 
116.04 114.71 
116.11 113.03 
115.49 114.01 


113.14 
111.74 
112.11 


20 Rails 
37.18 
37.59 
36.97 
38.20 
37.59 
39.17 


38.84 
38.40 
39.38 


116.08 
114.22 
114.09 


HOLIDAY—EXCHANGE CLOSED 


111.95 
112.39 


114.17 
113.01 


2,170,690 
670,170 


38.96 
39.20 








When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





. ta 
about 


untry 
ap- 
long 


f an 
Mare 
dom- 
frica, 

may 





